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FT  Weekend  tomorrow 
Drowning  or  waving? 
Venice  debates  how  to 
keep  its  head  above  water 


FRIDAY  JANUARY  29  1999 

After  the  trial 
Clinton  back 
on  top 

* Philip  Stephens,  Page  20 


The  UK  and  the  euro 
The  price  of  late 
entry  could  be  high 
Page  9 
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Global  Business  Outlook 

Separate  sections 


The  FT  at  Davos 


IX, 


World  leaders  from  go^  w, 

business  and  academe  are  in  E/’""' 

Davos,  Switzerland  for  the 
annuai  meeting  of  the  World  F( 

Economic  Forum.  News  and  analysis 
from  this  agenda-setting  summit  Page  4 
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Talks  timetable  must 
be  kept,  Nate  warns 
Kosovo  combatants 
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Nato  warned  Serbs  and 
Albanians  in  the  Kosovo  conflict 
to  stick  to  the  peace  talks  time-, 
table  due  to  be  set  by  the  six- 
nation  Contact  Group  today. 
Secretary-general  Javier  Solaria 
said  Nato  had  not  ruled  out  any 
options  to  ensure  both  sides  met 
international  demands.  Page  2 
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Ireland  may  Join  peacekeepers 
Dublin  is  to  seek  the  Irish  parlia- 
ment’s backing  to  ]oin  Nato’s 
peacekeeping  arm  - the  first  sign 
r it  may  abandon  its  traditional 
neutrality.  Europe,  Page  2 


BUSINESS  NEWS 


"The  Swiss  and  French  stock 
exchanges  agreed  a strategic 
alliance  similar  to  that  between 
London  and  Frankfurt  in  a move 
to  increase  their  negotiating 
power  in  the  creation  of  a pan- 
European  exchange.  Page  23 


Japan  suffered  a 6.9  per  cent  fall 
in  industrial  production  last  year, 
the  worst  decline  for  23  years. 
Analysts  shrugged  off  the  data 
as  being  in  fine  with  expecta- 
tions. Page  22 


Looting  sweeps  quake  town 
Colombia's  president  Andres 
Pastrana  ordered  a military 
crackdown  yesterday  after  loot- 
ing and  rioting  in  Armenia,  the 
city  worst  hit  by  Monday's  earth- 
quaka  Americas,  Page  3 


Impeachment  trial  plans 
The  US  Senate  struggled  to  map 
out  a quick  end  to  President  Bill 
Clinton's  trial  that  would  satisfy 
the  White  House  and  Republican 
trial  managers.  US,  Page  4 
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US  attack  In  Iraqi  no-fly  zone 
US  Jets  tired  three  missiles  at  an 
Iraqi  anti-aircraft  artillery  site  in 
the  northern  Iraq  no-fly  zone.  US 
general  defends  policy,  Page  8 
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Jakarta  parliament  backs  reform 
Indonesia's  parliament  passed 
sweeping  political  reforms,  clear- 
It  ’'  IrtQ  the  way  for  June  elections. 

-*  Canberra  welcomes  policy 
shift.  Page  6;  Editorial  Com- 
ment, Page  21 
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Dispute  raise^Gibraltar  tensions 
Diplomats  looked  for  ways  of 
easing  tension  between  Spain 
and  Britain  over  a fishing  dispute 
off  Gibraltar.  Europe,  Page  2 

Famfly  escapes  N Ireland  bomb 
A woman  and  four  children 
escaped  injury  when  a bomb 
thrown  into  their  house  in  the 
Northern  Irish  town  of  Dungan- 
non failed  to  explode.  US  com- 
pany to  shed  Jobs,  Page  9 

Hunt  ter  royal  treasure  ship 
Archaeologists  in  Scotland  may 
have  discovered  a wreck  which 
sank  368  years  ago  laden  with 
King  Charles  I’s  treasures. 

Port's  in  the  detail 

The  small  print  on  airline  tickets 
is  unfair  to  travellers  and  against 
European  Union  law,  says  a 
watchdog  group.  UK,  Page  9 


Misys  shares  Jumped  17  per  cent 
after  the  UK  computer  software 
and  services  group  reported 
sharply  higher  profits,  helped  by 
work  generated  by  tile  millen- 
nium computer  bomb  and  the 
euro.  Page  27  with  Comment 


Ericsson,  Swedish  telecoms 
group,  said  volatile  markets  and 
launch  costs  for  its  new  family  of 
mobile  phones  would  hold  back 
first  half  profits.  Page  24 


The  price  of  Russia's  restructured 
Soviet-era  commercial  debt 
jumped  30  per  cent  this  week  on 
the  back  of  speculation  about  a 
restructuring  deal.  Page  23 


TRW,  the  US  steering  systems 
and  spacecraft  manufacturer, 
confirmed  a £4bn  ($6.5bn)  offer 
for  LucasVarity  to  create  the 
world’s  second  largest  indepen- 
dent automotive  supplier.  Page 
23;  Comment,  Page  27 


Kg  OR,  US  oil  company,  emerged 
battered  from  Its  worst  quarter  in 
five  years,  as  fourth-quarter  earn- 
ings at  the  large  US  oil  compa- 
nies plummeted.  Page  26 


CHyoda  life,  Japanese  life 
assurance  company,  is  under 
government  pressure  to  boost  its 
financial  strength,  possibly  by 
taking  a foreign  partner.  Page  25 


Worid  Equity  Markets 

The  latest  trends  and  data  from  more 
than  50  national  maritais  at  a tfance 
Page  41  . 


Mastering  information  Management 


A 12-part  series  on  the 
I in  IT  starts  on  Monday. 
Part  One:  improving 
company  performance 
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Ford  buys  Volvo  cars  for  $6.4bn 


By  Haig  Simon  Ian  in  London, 
Tkn  Bart  in  Stocfctiokn  end 
Wkki  Taft  m Chicago 


Purchase  increases  pressure  on  rivals  to  find  partners 


Swiss  and  French 
stock  exchanges  to 
form  strategic  fink 


Ford  Motor  yesterday  agreed  to 
buy  the  cars  division  of  Sweden's 
Volvo  for  $6.45bn  in  cash  in  the 
latest  consolidation  in  the  world 
motor  industry. 

The  purchase  came  as  bidding 
rose  for  LucasVarity,  the 
Anglo-American  components 
group  being  courted  by  TRW  and 
Federal-Mogul  of  the  US  with 
offers  worth  more  than  £4bn 
($&6bn). 

The  sale  of  Volvo  cars,  which 
built  almost  400,000  vehicles  last 
year,  will  increase  pressure  on 
Scania,  the  Swedish  heavy  truck- 
maker.  Volvo  bought  almost  13 
per  cent  of  its  rival  this  month 
after  the  failure  of  takeover  talks. 


The  sale  of  its  cars  side  win  boost 
Volvo's  ability  to  buy  Scania,  val- 
ued at  SKr47hn  ($6.lbn). 

Ford’s  move  will  increase  pres- 
sure on  other  carmakers  to  find 
partners  at  a time  of  cut-throat 
competition  and  chronic  overca- 
pacity. Spurred  by  last  year's  cre- 
ation of  DaimlerChrysler,  leading 
manufacturers  have  been  reas- 
sessing assumptions  about  opti- 
mum size  and  economies  of  scale. 

Ford's  acquisition  triggered 
sharp  rises  in  the  shares  of  car- 
makers believed  to  require  part- 
ners. In  Paris,  Renault  jumped  7£ 
per  cent  to  €45.12  and  Peugeot-Ci- 
trofin  climbed  4.3  per  cent  to 
€145.50. 

Shares,  in  Volvo  barely  moved 
on  the  announcement,  rising 


SKrO.50  to  SKrSll  after  reaching 
a high  of  SKr231  during  the  day. 
Scania  shares,  which  jumped  20 
per  cent  on  news  of  Volvo’s  pur- 
chase this  month,  climbed  15  per 
cent  to  5KT240.5. 

By  contrast.  Flat  shares  fell 
sharply  at  first  before  closing 
barely  changed  as  investors 
reacted  to  the  failure  of  its  latest 
partnership  attempt. 

The  Italian  group,  which  will 
today  announce  sharply  lower 
preliminary  1998  profits  because 
of  problems  at  its  core  Fiat  Auto 
subsidiary,  had  been  negotiating 
a merger  with  Volvo. ' 

“The  sole  acquisition  of  Volvo's 
automobile  division  did  not  fall 
in  with  Fiat's  Group’s  strategic 
plans."  flat  said.  It  had  wanted 


to  include  Volvo's  truck,  con- 
struction equipment  and  marine 
and  jet  engine  businesses.  Bank- 
ers close  to  the  talks  said  the 
Italian  group  had  offered  $7bn  for 
Volvo. 

Leif  Johansson,  Volvo  group 
chief  executive,  said  the  division 
was  sold  because  Volvo  lacked 
the  size  and  resources  to  remain 
competitive  in  the  long, term. 

He  stressed  Volvo's  ambitions 
in  other  industrial  areas.  Apart 
from  Scania,  the  group  is  known 
to  be  considering  acquisitions  in 
trucks,  buses  and  engines. 

Ford's  undertakings  to  pre- 
serve the  Volvo  brand  and  manu- 
facturing in  Sweden  were  wel- 
comed by  politicians  and  union 
leaders.  G6ran  Persson.  prime 


minister,  said:  "It  is  positive  that 
a foreign  manufacturer  [of  this 
size]  wants  to  invest  in  Sweden.” 

Jac  Nasspr.  Ford  chief  execu- 
tive, said  Volvo's  cars  would 
complement  the  US  manufactur- 
er’s six  brands. 

Apart  from  substantial  savings 
In  purchasing  and  logistics,  Ford 
indicated  future  Voilvos  could  be 
built  in  the  US.  The  US  is  Volvo's 
biggest  market,  with  more  than 
100,000  soles  last  year. 

J.  P.  Morgan  advised  Volvo, 
while  Ford  was  advised  by  Wan 
burg  Dillon  Read. 

Additional  reporting  by  Paul 
Betts  in  Milan 


Editorial  Comment  and 
Observer,  Pago  21 
Lax,  Page  22 
Volvo  reports,  Page  24 


Alcatel,  French  telecoms 
equipment  company,  is  working 
on  “two  or  three"  muJtimUfiorv 
dollar  acquisitions  aimed  at 
strengthening  its  position  In  inter- 
net-related technologies.  Page 
23;  Lex,  Page  22 


Alan  Qreenspon:  Investors'  high  hopes  for  some  internet-rotated  stocks  is  "pfe-fo-tho-sky” 


Reuters 


Internet  stocks  have  appeal 
of  a lottery,  says  Greenspan 


By  Gerard  Baker  hi  Washington 


The  rapid  recent  rise  in 
internet-related  stock  prices  was 
akin  to  the  popular  appeal  of  a 
lottery,  Alan  Greenspan,  the 
chairman  of  the  US  Federal 
Reserve,  said  yesterday. 

He  added  that  most  of  the  com- 
panies were  likely  to  faH 
The  Fed  chairman  said  inves- 
tors’ heightened  interest  in  inter- 
net stocks  was  a tribute  to  the 
efficiency  of  US  markets'  ability 
to  find  new  opportunities  for 
growth,  but  warned  a degree  of 
“hype"  had  entered  the  equation. 

“You  have  these  pie-in-the-sky 
type  of  potentials  for  a lot  of  dif- 
ferent vehicles.  And,  undoubt- 
edly, some  of  these  small  com- 
panies which  have  stock  prices 
going  through  the  roof  will  suc- 
ceed and  they  very  well  may  jus- 
tify even  higher  prices.  The  vast 
majority  am  almost  sure  to  fall 
That’s  the  way  the  markets 
work,"  he  told  the  Senate  Budget 
Committee. 

Mr  Greenspan's  remarks  were 
the  latest  in  a series  on  the  Fed’s 
thorny  problem  of  how  to 
respond  to  surging  US  equity 
markets.  They  Indicated  once 
again  Mr  Greenspan’s  uneasiness 
at  the  high  valuation  of  many 
companies'  stock. 

The  Fed  chairman  tempered 
his  warnings  by  allowing  that  the 
interest  in  internet  stocks 
resulted  to  some  extent  from  fun- 
damental changes  in  the  econ- 
omy, which  justified  some  of  the 
sector’s  performance.  . 
f “The  issue  really  gets  to  the 
increasing  evidence  that  a signifi- 
cant part  of  the  distribution  of 
goods  and  services  in  this  coun- 
try is  going  to  move  from  conven- 
tional channels  into  some  form  of 
internet  system  - whether  it’s 
retail  goods  or  services  or  a vari- 
ety of  other  things.*' 

But  Mr  Greenspan  said  the 
market  was  operating  along  simi- 
lar principles  to  that  of  a lottery 
where  people  will  pay  far  more 
for  a ticket  than  is  justified  by 
the  true  value  of  a one-in-a- 
TnllHnn  rhanoe  of  Winning. 

“When  you  are  dealing  with 
stocks  - the  possibilities  of 


Beijing  plans  fresh  drive  on  technology 


China  is  starting  a new  push  to 
cfenb  the  technology  ladder  by 
commercialising  the  work  of 
research  laboratories  and 
allowing  private  technology 
companies  easier  access  to 
stock  market  bungs,  It  said 
yesterday. 

Li  Zibin,  the  mayor  of 
Shenzhen,  a relatively 


high-tech  boom  town 
bordering  Hong  Kong,  said  that 
the  China  Securities  Regulatory 
Commission  fCSRC),  China's 
stock  market  watchdog,  was 
preparing  to  ease  Bating 
requirements  for  high-tech 
companies  and  to  speed  up 
their  approval. 

Report,  Page  6 


D’Alema  warns  of 
danger  ahead  for 
Italian  coalition 


By  James  BIHz  In  Rome 


Massimo  D’Alema,  Italy’s  prime 
minister,  has  warned  that  his 
centre-left  government  feces  “dif- 
ficult" political  obstacles  over  the 
next  four  months  that  threaten 
the  life  of  his  100-day-old  coali- 
tion. 

Mr  D’Alema  has  signalled  that 
the  parties  in  his  wide-ranging 
coalition  must  urgently  unite 
over  pressing  political  and  consti- 
tutional issues,  or  face  the  col- 
lapse of  the  government  this 
summer. 

One  month  after  Italy  became  a 
founder  member  of  the  single 
European  currency  the  political 
squabbling  in  the  coalition’s 
ranks  has  again  raised  fears 
about  how  reliable  a partner  the 
country  is  for  the  10  other  mem- 
bers of  the  new  euro-zone.' 

The  three  or  four  months  we 
have  ahead  of  us  are  going  to  be 
really  difficult,"  Mr  D'Alema  told 
the  Financial  Times.  "Politically, 
we  face  some  big  challenges.  The 
centre-left  governing  majority 
will  either  emerge  strengthened 
or  it  will  be  defeated." 

Among  the  challenges  that  Mr 
D’Alema  singled  out  is  the  need 
for  the  coalition  of  about  a dozen 
political  parties  to  agree  on  a 
candidate  to  take  over  from  Pres- 
ident Oscar  Luigi  S calf  am  as 
bead  of  state  this  summer.  “If  the 
governing  majority  divides  on 


this,  it  could  be  very  seriously 
weakened,"  he  said. 

He  also  expressed  concern 
about  a concerted  attempt  by 
Romano  Prodi,  bis  predecessor  as 
prime  minister  and  one-time  ally, 
to  form  a new  political  party, 
fearing  that  this  could  “frag- 
ment" Italy’s  centre-left 

Mr  D’Alema,  the  first  ex-com- 
munist to  be  Italian  premier, 
formed  a broad-based  coalition 
last  October  after  the  collapse  of 
Mr  Prodi’s  administration. 

The  prime  minister  said  Mr 
Prodi,  by  taking  such  an  active 
role  in  domestic  politics,  was 
undermining  his  bid  to  succeed 
Jacques  Santer . as  European 
Commission  president.  “I  am 
worried  that  this  business  might 
weaken  his  candidacy." 

Mario  Monti,  Italy’s  European 
Union  commissioner,  warned  ear- 
lier this  week  that  Italian  politi- 
cians risked  "devaluing  the  coun- 
try" and  “marginalising  It 
politically"  following  recent  dis- 
putes. A senior  western  diplomat 
also  warned  that  divisions  in  the 
coalition  could  put  the  centre-left 
at  risk  in  a general  election  this 
year  or  next  “For  the  first  time,  1 
am  beginning  to  think  there  is  a 
realistic  chance  that  [former 
prime  minister]  Silvio  Berlusconi 
and  the  right  could  get  batik  into 
power,”  the  diplomat  said. 


D’Alema  keeps  to  Ills  come,  Page  2 


which  are,  either  it’s  going  to  be 
valued  at  zero  or  some  huge 
number  - you  get  a premium  in 
that  stock  price  which  is  exactly 
the  same  sort  of  price  evaluation 
process  that  goes  on  in  the  lot- 
tery." he  said. 

The  comparison  with  a lottery 
is  not  flattering  of  the  internet 
companies  or  of  the  investors. 

Companies  such  as  Ama- 
zon.com and  Yahoo!  have 
enjoyed  startling  increases  in 
their  stock  prices  in  recent 
months.'  although  some  of  the 
heat  has  gone  out  of  the  market 
in  the  last  week  or  two. 

Concern  among  regulators  and 
industry  bodies  about  the  excite- 
ment surrounding  internet  stocks 
has  intensified  recently.  The 
National  Association  of  Securi- 
ties Dealers  bas  established  a 
committee  to  examine  measures 
to  curb  volatility  in  the  market 

The  Nasdaq  market,  which  is 
highly  influenced  by  the  perfor- 
mance of  technology  related 
stocks,  was  up  56  paints  yester- 
day in  morning  trading,  in  spite 
of  Mr  Greenspan's  warning. 

The  US  central  bank  has  come 
under  fire  from  some  economists 
for  its  failure  to  act  quickly  to 
burst  what  they  see  as  a stock 
market  “bubble".  Mr  Greenspan 
has  repeatedly  warned  that 
stocks  might  be  seriously  over- 
valued, but,  far  from  raising 
interest  rates,  the  Fed  cut  rates 
three  times  last  autumn. 


Budget  attack,  Page  4 
Editorial  Comment,  Page  21 
Lex,  Pape  22 
Alcatel  pmiit.  Page  23 
VateMl  to  buy  GeodUes,  Page  2B 
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NATO  WARNING  SERBS  AND  ETHNIC  ALBANIANS  URGED  TO  START  SETTLEMENT  TALKS  NEXT  WEEK 


‘Kosovo  sides  must  stick  to  timetaWe’ 


By  David  Buchan  hi  London  and 
Boy  Dbunora  bi  Belgrade 

Nato  yesterday  warned  both 
the  Serb  and  Albanian  sides 
in  the  Kosovo  conflict  to 
stick  to  the  tight  timetable 
for  peace  talks  due  to  be  set 
by  the  Contact  Group  of 
major  powers  today. 

The  six-nation  Contact 
Group,  meeting  in  London 

this  morning;,  is  expected  to 
summon  Yugoslav  govern- 
ment and  ethnic  Albanian 
leaders  to  start  negotiations 
in  a week's  time  on  a set- 
tlement in  the  Serbian  prov- 


ince of  Kosovo,  where  armed 
separatists  have  been  In 
open  revolt  against  Belgrade 
for  nearly  a year. 

The  talks  will  be  held  out- 
side Yugoslavia,  like  the 
negotiations  In  Dayton, 
Ohio,  that  ended  the  Bosnia 
wax  in  1996. 

Nato  delivered  a double 
warning  to  the  warring  par- 
ties. It  told  the  Yugoslav 

authorities  to  reduce  their 
army  and  police  forces  in 
Kosovo  to  the  level  agreed 
with  Nato  last  October,  and 
“end  excessive  and  dispro- 
portionate use  of  force". 


In  its  strongest  warning  to 
date  to  the  Kosovo  Alba- 
nians, it  also  said  “all  Koso- 
var armed  elements  must 
Immediately  cease  hostilities 
and  any  provocative  actions, 
including  hostage-taking”, 
Javier  Solana,  the  Nato 
secretary-general,  said  in  a 
statement  that  the  alliance 
“stands  ready  to  act  and 
rules  out  no  option  to  ensure 
full  respect  by  both  sides  of 
the  demands  of  the  interna- 
tional community''.  In  the 
past  10  days,  Nato  has  been 
assembling  aircraft  in  Italy 
and  the  Adriatic  that  could 


strike  Yugoslavia,  and  has 
been  discussing  ways  of  pre- 
venting arms  from  reaching 
Kosovo  from  Albania. 

The  urgency  of  the  peace 
initiative  was  underlined 
yesterday  as  Yugoslav  and 
Kosovo  Liberation  Army 
forces  clashed  along  Kos- 
ovo's western  border  with 
Albania.  “It  is  time  to  start 
talking  and  stop  fighting", 
said  Robin  Cook,  the  British 
foreign  secretary,  who  will 
chair  today’s  Contact  Group 
meeting.  After  the  group 
launches  its  peace  initiative 
today  - on  the  basis  of  a 


draft  proposal  giving  Kosovo 
increased  autonomy  for  an 
Interim  period  of  three  years 
- Nato  ambassadors  are  due 
to  meet  tomorrow  to  turn 
yesterday's  warning  Into  a 
more  precise  ultimatum. 

Russia  has  strongly 
opposed  any  Nate  bombing' 
in  Kosovo  but,  along  with 
the  US,  Britain,  France,  Ger- 
many and  Italy,  it  is  a mem- 
ber of  the  Contact  Group, 
hwH  appears  to  have  implic- 
itly endorsed  the  two- 
pronged  strategy  of  political 
Initiative  backed  by  Nato 
military  threat 


• ' '-M'  ' 

■ . Kofi . Ann$S yesterday 
mad&  -toe fifSE^official  visit 
by  a United'  Nations  sec- 
retary-general to  Nato  head- 
quarters in  Brussels,  and 
voiced  strong  support 
threat  to  force  a political  9et: 
tlement  in  Kosovo.  . 

He  said  he  did  not  under- 
estimate the  difficulty  - of 
halting  internal  conflict, 
“particularly  against  the 

wishes  of  a government  of  a 
sovereign  state"-  But  be  said 
he  had  no  illusion  “about 
the  the  need  to  use  force 
when  all  other  means  have 
Called". 


Schroder 
turns 
spotlight 
on  jobless 

By  Frederick  StDdemann 
in  Bonn 


Gerhard  SctarSder  yesterday 
tried  to  brush  aside  his 
U-turn  earlier  this  week  on 
Germany's  nuclear  power 
policy  and  focus  attention  on 
his  government's  main  goal 
of  attacking  unemployment 

In  an  interview  with  the 
Tagesspiegel  newspaper  the 
chancellor  said:  “I  do  not 
want  the  withdrawal  from 
nuclear  power  to  be  at  toe 
forefront  of  the  political 
debate  much  longer.”  He 
acknowledged  that  the  issue 
was  an  “identity-forging 
issue"  for  the  Greens,  junior 
partner  in  toe  Social  Demo- 
crat-led coalition,  but  said 
the  predominant  issue  for 
society  remained  unemploy- 
ment 

To  emphasise  the  point, 
Mr  Schrdder  restated  his 
goal  of  using  the  German 
presidency  of  toe  European 
Union  to  push  ahead  with  an 
“employment  pact”,  which 
would  establish  imtohnuin. 
social  standards  and  pro- 
mote training  and  education. 
Mr  Schroder,  who  met  Euro- 
pean trade  union  leaders 
yesterday,  said  the  pact  was 
one  of  the  two  main  Issues  of 
the  presidency,  along  with 
the  Agenda  2000  package  of 
EU  institutional  and  finan- 
cial reform. 

But  just  as  Mr  SchrOder 
was  trying  to  escape  criti- 
cism of  the  nuclear  compro- 
mise, in  which  he  agreed  to 
industry's  demands  for  the 
lifting  of  a proposed  ban  on 
fuel  reprocessing,  parliamen- 
tarians were  drawing  atten- 
tion to  a further  problem 
area,  public  finances. 

Hans  Georg  Wagner,  SPD 
budget  spokesman,  and 
Oswald  Metzger,  his  Green 
counterpart,  yesterday  told 
parliament  of  the  need  for 
strict  consolidation  In  public 
finances.  Mr  Wagner  said 
that  further  sales  of  “family 
silver”  through  privatisation 
were  no  longer  possible  and 
warned  that  “there  will  be 
blood  and  tears  in  the  2000 
budget”. 

Their  remarks  came 
against  the  backdrop  of  an 
estimated  DM22 bn  (€llbn, 
$l3bn>  revenue  shortfall  in 
2000  due  because  of  a ruling 
last  week  by  the  federal  con- 
stitutional court  that  mar- 
ried couples  with  children 
must  be  granted  toe  same 
tax  breaks  as  unmarried  par- 
ents. Mr  Schrader  said  the 
ruling  bad  created  “a  com- 
pletely different  situation”. 
But  he  ruled  out  Increasing 
taxes  to  make  good  the 
shortfall.  He  conceded  that 
his  government  had  set  too 
high  a tempo  since  taking 
office  last  October  which 
had  forced  it  into  making 
mistakes. 
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Dasa  committed  to  united  approach 


By  Tony  Barber  in  Munich 

Germany's  DalmlerChrysler 
Aerospace  (Dasa)  said  yes- 
terday it  still  wanted  to  cre- 
ate a united  European  aero- 
space and  defence  company 
despite  toe  setback  repre-. 
seated  by  a British  decision 
to  “go  it  alone”  for  the  time 
being. 

“This  still  holds  true,  even 
after  the  changes  announced 
in  the  British  defence  indus- 
try,” said  Manfred  Bischoff, 
Dasa's  rihigf  executive. 

He  said  cross-border  Euro- 
pean mergers  remained  toe 
best  solution  and  Dasa  was 
“neither  disappointed  nor 
frustrated”  at  British  Aero- 
space's acquisition  last  week 
of  Marconi,  the  defence  divi- 


sion _of  the  UK's  General 
Electric  Company. 

“Dasa  continues  to  see  the 
first  priority  as  the  establish- 
ment of  a company  that 
would  unite  all  the  major 
aerospace  capabilities  in 
Europe,  provided  this  can  be 
achieved  under  toe  broad 
conditions  acceptable  to 
DalmlerChrysler,”  Mr  Bls- 
choff  said. 

But  Dasa  was  still  looking 
seriously  at  its  options  In 
toe  US,  where  the  Chrysler 
component  of  the  group  may 
help  open  doors  far  it 

Some  defence  industry 
analysts  say  Raytheon  and 
Northrop  Grumman  are  pos- 
sible US  partners  for  Dasa, 
but  believe  that  the  German 
company's  real  long-term 


interests  lie  in  reviving  toe 
process  of  European  integra- 
tion. 

BAe  had  been  working  on 
a merger  with  Dasa  last  year 
as  a prelude  to  creating  a 
pan-European  company 
bringing  in  France's  Aeros- 
patiale, which  plans  to 
merge  with  the  Matra 
defence  Interests  of  Lagar- 
dfire. 

Mr  Bis  ch  off  said  one  of 
Dasa's  objections  to  toe  BAe- 
Marconi  deal,  which  will  cre- 
ate the  world's  third  largest 
defence  company  by  sales, 
was  that  it  meant  one  com- 
pany or  nation  might  domi- 
nate an.  Pvgntnnl  pan-EUTO- 
pean  group. 

“DaimlerGhrysler  can  only 
give  its  approval  to  company 


structures  that  are  accompa- 
nied by  a balanced  corporate 
governance,"  he  said. 

Dasa  would  need  “a  pack- 
age of  rights  at  management 
or  shareholder  level"  and  “a 
fair  representation  in  deci- 
sion-making bodies". 

But  Mr  Bischoff  also  con- 
tended that  BAe  had  made 
“a  dramatic  overpayment" 
in  spending  almost  £Sbn 
($13bnj  to  acquire  Marconi 
“Imagine  us  going  to  ottr 
shareholders!  and  asking 
them  to  accept  paying  bit 
lions  for  psychological  rea- 
sons only. 

“That'«  why  it's  impossi- 
ble right  now  to  have  a 
European  merger.” 

He  said  toe  BAe-Maroani 
deal  had  raised  doubts  in 


France  about  toe  desirability 
of  Integrating  Airbus,  the 
European  civilian  aircraft 
maker,  Into  a single  com- 
pany. 

“I  will  do  all  I can  to  go 
down  that  road,  but  we  can’t 
force  others-  to  share  our 
view  or  to  join  us.  We  con- 
sider cross-border  mergers 
very  important,  at  least  in 
the  long  rim,  but  if  s not  toe 
end  of  the  wodd  if  we  don’t 
achieve  our  goal.!!' 

• Dasa  yesterday  forecast 
robust  /retifrns  this  year 
after  record  1998  sales , Reu- 
ters reports.  Thai  company 
said  1998  sales  rose  12  per 
cent  to  & record  DM17. 2bn 
(€8Bbn,  Jl0.ibn)  and  incom- 
ing orders  were  up  39  per 
cent  to  DMSTbnL-  • 


D'Alema  keeps  to  his  course  despite 
treacherous  waters  of  Italian  politics 


PM  tries  to  keep 
coalition  afloat  with 
warning  on 
consequences  of 
division,  writes 
James  Blitz 

asslmo  D'Alema, 
Italy's  prime  minister, 
has  been  in  power  for 
just  100  days.  He  could  be 
excused  for  thinking  that 
fate  has  conspired  against 
him  for  every  one  of  them. 

His  centre-left  coalition 
bad  barely  taken  office  last 
October  when  it  was  forced 
to  deal  with  toe  arrival  in 
Rome  of  Abdullah  Ocalan, 
the  leader  of  the  Kurdish 
Workers'  party.  The  ensuing 
diplomatic  crisis  with  Tur- 
key swamped  the  govern- 
ment’s policy  agenda  for. 
weeks. 

Having  finally  got  rid  of 
Mr  Ocalan,  the  D’Alema  gov- 
ernment found  itself  close  to 
a political  crisis  last  week, 
when  Christian  Democrat 
ministers  threatened  to  quit 
the  coalition,  only  to  back 
down  at  toe  last  minute. 

Compounding  the  misery 
has  been  Romano  Prodi,  Mr 
D'Alema's  one-time  ally  and 
predecessor  as  prime  minis- 
ter. Mr  Prodi,  piqued  at  los- 
ing power  last  autumn, 
threatens  to  launch  a new 
political  party.  As  Mr  D'A- 
lema acknowledged  in  an 
interview  with  the  FT,  such 
a move  threatens  to  “frag- 
ment” the  Italian  left 

The  next  100  days  will  be 
more  treacherous  yet.  Mr 
D'Alema's  coalition  is 
uncom  manly  broad-based, 
combining  a group  of  left 
leaning  Italian  parties  with  a 
small,  barely  reconstructed 
Christian  Democratic  one. 
As  31  luck  would  have  it, 
this  uneasy  coalition  must 
now  push  through  a series  of 
political  and  constitutional 
changes  that  would  test  the 
most  compact  Italian  admin- 

istration. 

Parliament  must,  by  June, 
select  a new  president  of  the 
republic  - a head  of  state 
with  significant  constitu- 
tional powers  in  the  frac-' 
hired  world  of  Italian  poli- 
tics. Mr  D'Alema  said  his 
multi-party  coalition  would 
be  "very  seriously  weak- 
ened" If  it  should  foil  to 


MwMrimo  D'Alema:  scornful  of  plana  by  Romano  ftotfl  to  cal  his  party  ‘Dive  Tree’ 


Srisad  Lynch 


agree  on  a common  candi- 
date. 

The  coalition  will  also 
have  to  agree  on  the  shape 
of  a new  electoral  law.  The 
Italian  people  are  certain  to 
pass  a referendum  this 
spring  that  would  remove 
the  regaining  element  of 
proportional  representation 
from  toe  electoral  system. 
Parliament  must  then  agree 
a final  draft  which  will 
directly  affect  the  political 
futures  of  the  legislature’s 
many  parties.  Mr  D’Alema 
views  that  prospect  as  “a 
very  serious  problem". 

The  biggest  problem,  how- 
ever, could  be  the  Prodi 
bandwagon.  Back  in  1996,  Mr 
Prodi  and  Mr  D'Alema  joined 
forces  to  win  an  election 
under  the  banner  of  the 
broad  left  of  centre  "Olive 
Tree"  coalition.  Now.  the  for- 
mer prime  minister  barely 
disguises  his  feeling  that  Mr 
D’Alema  conspired  to  bring 
him  down  last  year. 

Mr  Prodi  has  momentum 
and  could  cause  havoc  on 
the  left  His  movement  has 
the  public  backing  of  many 
of  Italy's  popular  town  hall 
mayors  and  the  private  sup- 
port of  leading  figures  in  the 
D'Alema  government  It  as 
toe  pollsters  expect  it  takes 
10  per  cent  of  the  vote  at  this 


June’s  European  elections  it 
could  break  the  current 
political  mould. 

Mr  D’Alema  is  philosophi- 
cal about  bis  predicament 
His  government  was  "born 
out  of  a political  crisis  and  a 
lot  of  argument”.  But  he  is 
bitter  about  the  Prodi  proj- 
ect. “I  did  everything  to 
defend  the  Prodi  government 
in  the  October  crisis,  every- 
thing," he  says.  “Nor  do  I 
think  you  can  form  a party 
from,  a group  of  people  who 
just  happen  to  be  popular.” 
As  regards  Mr  Prodi 's  plans 
to  call  the  new  party  the 
“Olive  Tree,"  he  was  scorn- 
ful. “The  Olive  Tree  was  a 
coalition  of  which  I was  a 
founder.  The  Olive  Tree  Is 
me.  If  1 am  not  there,  then 
there's  no  Olive  Tree  party." 

Mr  D'Alema,  however,  is 
one  of  Italy’s  shrewdest  poli- 
ticians. His  warning  about 
the  political  threats  ahead  is 
calculated,  aiming  tO  malrp 
his  coalition  partners  con- 
sider the  consequence  of 
division:  the  possibility  that 
perhaps  Silvio  Berlusconi 
and  the  right  could  return  to 
power  should  Mr  D'Alema's 
government  collapse. 

The  prime  minister  is  far 
from  admitting  defeat.  He 
has  a high  personal  poll  rat- 
ing and  is  confident  about 


the  country's  wider  pros- 
pects. Italy's  economic 
growth  was  the  most  slug- 
gish in  the  euro-zone  in  1998, 
but  he  believes  it  can 
achieve  “mare  than  2 per 
cent  growth  this  year”,  The 
1998  budget  deficit  figure 
should  be  around  2.7  per 
cent  of  gross  domestic  prod- 
uct, well  within  Maastricht 
treaty  guidelines. 

But  since  gaining  entry 
into  toe  euro,  the  pace,  of 
economic  change  seems  to 
have  slowed.  Italy,  it 
appears,  will  not  meet  the 
deadline  it  gave  the  Euro- 
pean Commission  to  close 
down  the  In  state  holding 
company  by  June  next  year. 
“If  toe  Iri  chairman  comes  to 
me  and  asks  for  an  extension 
of  the  deadline  to  complete 
the  remaining  privatisations, 
then  Tm  not  going  to  reply, 
‘sorry,  you've  got  to  close 
down  - gong1,"  said  the 
prime  minister. 

But  be  remains  confident 
enough  to  sound  a little 
carefree.  Lifting  a pile  of 
unopened  Italian  newspa- 
pers, he  said:  "If  I were  in 
your  shoes,  I would  take  no 
notice  of  all  those  political 
polemics  and  rows.”  But  it  is 
hard  to  take  him  seriously. 
Italy  has  had  56  govern- 
ments in  the  last  54  years. 


Greece's  Socialist 
government  is  seeking  an 
international  airline  consul- 
tant to  take  over  toe  man- 
agement of  Olympic  Air- 
ways, toe  struggling  State 
carrier, . before  ■ stayt  of 
the  tourist  seasonni March. 

Olympic's  deteriorating 
flnanriai  position.  And  a six- 
week  dispute  with  pilots 
over  pay  and  working  hours 
has  derailed  a restructuring 
plan  agreed  with  toe  Euro- 
pean Commission  in  Brus- 
sels last  year.-  Officials  said 
yesterday  urgent  measures 
were  needed  to  rescue  the 
airline  from  collapse. 

The  international  manager 
would  .have  two  years,  to 
complete  Olympic’s  restruct- 
uring, with  broatF  powers  to 
cut  loss-making  routes  and 
negotiate  new  labour  agree- 
ments. The  aiEUne.  .CT£pld 
seek  a strategic  alliance  with 
a European  carrier  and 
would  be  privatised  after 
2000.  Airline  officials  said 
yesterday  Olympic  faced  a 
cash  crisis  because  of  a 
sharp  decline  in  passenger 
revenues  and  the  abdUfion 
this  year  of  its  monopoly  of 
ground  handling  at  Greek 
airports.  A3  Its  International 
routes  are  operating  at  a 
loss.  Olympic  has  cut  more 
than  15  per  cent  of  its  flights 
after  the  collapse  earlier  this 
month  of  talks  with  the 
pilots’  union. 

Its  losses  in  1997  amounted 
to  Di$£L8bn  (S143m>,  accord- 
ing to  an  audit  completed 
last  month  by  PwC,  the 
international  accountants, 
compared  with  an. earlier 
announcement  of  Dr6Bbn. 
As  a result,  last  year's  fore- 
cast of  Dr5bn  in  profits  “may 
turn  Into  a loss  of  several 
billion  drachmas”'  said  a 
senior  Olympic  official. 

Greece’s  three  small  pri- 
vate carriers,  which  cover 
some  domestic  routes  and 
provide  air  taxi  services  to 
the  Aegean  islands,  changed 
hands  earlier'  this  month. 
The  new  owners  are  Greek 
shipping  companies  and  con- 
tractors with  cash  to  invest 
In  new  aircraft  to  compete 
with  Olympic  on  domestic 
and  European  routes. 


Spain  threatens  UK  over  fishing 


By  Tom  Bums  in  Madrid 

Spain  has  threatened  to 
impose  tight  restrictions  on 
the  land  frontier  between 
Gibraltar,  toe  British  crown 
colony,  and  the  Spanish 
mainland  if  it  fails  to  obtain 
guarantees  from  London 
that  toe  Rock’s  police  patrol 
boats  will  cease  harassing 
local  fishermen. 

A 72-hour  ultimatum  that 
expires  tomorrow  follows  the 
seizure  on  Wednesday  of  a 


Spanish  fishing  boat  which 
was  boarded  and  seized  by 
the  colony's  police  when  it 
allegedly  cast  its  nets  near 
the  entrance  to  Gibraltar's 
harbour. 

Madrid  believes  the  arrest 
of  toe  vessel’s  14-member 
crew  and  the  confiscation  of 
its  nets  is  in  breach  of  a 
verbal  agreement  in  October 
last  year  between  Abel 
Matutea,  Spain's  foreign 
minister  and  Robin  COOk, 
the  British  foreign  secretary. 


The  agreement  allowed  local 
Spanish  trawlers  continued 
access  to  their  traditional 
fishing  grounds  near 
Gibraltar. 

Madrid  is  preparing  what 
is  diplomatically  termed 
“strict  frontier  controls",  a 
measure  employed  in  toe 
past  when  tension  has 
escalated  over  toe  disputed 
colony. 

It  involves  lengthy  police 
checks  on  all  traffic  entering 
Spain  from  Gibraltar  and 


causes  interminable  delays 
at  the  border  which 
effectively  isolate  the  Rock  . 

Madrid  also  said  it  would 
step  up  its  protection  of  local 
fisherman. 

The  promise  that 
coastguard  patrols  would 
accompany  the  trawlers 
persuaded  local  fishermen  to 
call  off  a planned  blockade 
yesterday  of  Gibraltar’s 
frontier  but  It  could  cause 
potentially  more  dangerous, 
incidents. 


At  the  root  of  toe  problem 
is  an  ordinance  banning 
fishing  with  nets  passed  by 
Gibraltar’s  legislature  In 
1991  but  only,  recently 
rigorously  enforced. 

In  order  to  deftise  tension 
London  and  Madrid  worked 
out  an  agreement  in 
principle  which  broadly  said 
Gibraltar’s  police  would  turn 
a blind  eye  as  long  as  the 
fishermen  kept  more  than 
300  metres  from  toe  Rock's 
coast 
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SHIFT  AWAY  FROM  NEUTRALITY  

Ireland  seeks  to  join  Nato’s 
Partnership  for  Peace 

The  Irish  government  is  to  seek  parliament's  bjddngu 

i wjfcft.ttie first sfgnft  abandon 
foreign  policy  stance.  Bertie  Ahem,  prime  minister^ 
yesterday  the  govemment  would  not  be  *n 

aflgried  wfthNafb. ..  but  must  be  prepared 
new  situations’.  It  was  seeking  to  join  PFP  in  the  secono 
half  of  this  year.  : _ a 

Ireland’s  neutrality  is  enshrined  in  te‘1937  consututoh- 
poBcy  shaped  by  the  long-running  dispute  wim  tnei un 
over  Northern  Ireland.  But  with  the  Ulster  peara  settlement 
taking  root,  the  main  opposition  party  has  already 
suggested  that  Ireland  should  seek  fufl  membership  otme  . 
Western  European  Union,  the  BJ's  defence  aid  security  y 
arm. „ , .. 

Mr  Ahem  said  the  government  had  “no  intention  of  pin- 
ing any  such  mutual  defence  pact  as  the  WEU  or  Nato. 

Any  such 'move  would  require  a referendum.  However, 
joining  the  PFP,  which  was  set  up  in  1994  to  provide  a 
staging  post  for  east -Europeans  to  become  members  of 
Nato,  would  mark  a further  shift  In  Ireland's  non-aligned 
foreign  policy.  John  Murray  Brown,  Dublin 


RUSSIAN  ANTI-SEMITISM 


General  faces  investigation 

Nearly  four  months  after  a Communist  member  of  parlia- 
ment caused  an  uproar  with  outspoken  anti-Semitic 
remarks,  Russian  prosecutors  opened  a criminal  investiga- 
tion against  him,  officials  said  yesterday. 

Albert  Makashov,  a retired  general,  is  being  investigated 
for  allegedly  “inciting  Inter-ethnic  strife"  when  he  blamed 
Russia's  problems  on  Jews,  calling  them  zhldy  or  “yids"  at 
raftes  last  autxvnn.  f ■_ 

'■  He  defended  himself  yesterday,  saying  the  term  was  ^ 
used  by  some  of  Russia's  greatest  writers.  “Along  with  \r- 
me,  prosecutors  should  also  punish  Pushkin,  Dostoyevsky, 
Gogol' ..  we  wifl  all  be  in  the  same  ceD,"  he  said.  “Ail  of 
them  used  this  quite  literary  word  - zhid  - meaning  a 
bloodsucker,  a ted  person.”  AP,  Moscow 


GERMAN  VEHICLE  INDUSTRY 

Car  output  likely  to  ease 

German  car  production  will  stabilise  at  a high  level  in  19% 
but  will  not  reate  the  1998  production  record,  the  German 
car  industry  association  said  yesterday.  In  1998,  German 
carmakers  produced  14  per  cent  more  vehicles  than  in 
1997:and  exported  61.3  per  cent  of  them. 

Bemd  Gottschalk,  the  association's  chairman,  said 
5.73m  passenger  cars  were  produced  in  1998  and  the  out- 
put should  remain  well  above  5m  in  1999.  He  said  order 
backlogs  irt  the  German  car  industry  have  been  unusually 
high  in  the  last  couple  of  months.  In  December  alone,  car 
producers  registered  an  order  backlog  of  628,000  passen- 
ger cars,  abort  one  quarter  above  a normal  year.  Because 
carmakers  carried  many  of  ther  orders  over  into  1999,  this 
assured  high  production  levels  at  least  until  the  middle  of 
the  year.  '■ 

“No  doubt,  there  are  external  risks  on  the  horizon,  and 
that  should  makeus  vigilant,"  Mr  Gottschalk  said.  He 
noted  that  south-east  Asia,  Russia  and  Brazil  still  had  the 
potential -to  “paralyse  Ihe  industrial  nations"  and  German 
producers  were  also  expecting  lower  demand  in  Italy  and 
the  UK  hi  1999.  Uta  Hamiscfifeger,  Frankfurt 
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CZECH  SPY  AGENCY 


Intelligence  chief  dismissed 

The  head  of  the  Czech  counter-Intel  fig  ence  agency  has 
been  sacked  for  allegedly  endangering  state  security.  Karel 
Vulterin,  head  of  the  much-criticised  BIS,  was  removed 
Jate.on  Wednesday  by  the  government  for  an  unspecified 
infraction. 

Mr  Vulterin  was  brought  in  to  reorganise  the  agency  in 
1997  aid  end  its  reputation  for  Incompetence  and  faction- 
alism. However r he  has  been  criticised  for  failing  to  push 
through  reforms,  white  have  become  more  pressing  as  the 
countiy  prepares  to  enter  Nato  in  March. 

The  agency  has  also  been  blamed  for  a series  of  embar- 
rassments, the  most  notable  of  white  was  the  sale  last 
year  of  nine  top  hotels  to  Corinth  ia  Group,  a Maltese  com- 
pany, white  the  US  regards  as  Ubyan -owned  and  bans  Its 
citizens  from  doing  business  with.  The  BIS  was  criticised 
for  falling  to  warn  the  "government  in  time  so  it  could  block 
the  sale.  Robert  Anderson,  Prague 


NAZI  FORCED  LABOUR 

Compensation  plan  expected 

Gerhard  Schroder,  German  chancellor,  expects  to  unveil 
plans  next  month  for  a fond  to  compensate  forced  labour- 
ers who  had  to  work  for  the  Nazis  during  the  second  world 
war,  a senior  aide  sakJ  yesterday.  - 
■ After  talks  with  Stuart  Ebenstat,  US  under-secretary  of 
state,  Mr  Schroder's  chief  of  staff,  Bodo  Hombate.  said  a 
solution  was  “within  reach".  Progress  was  made  on  the 
Issue  of  ensuring  that  German  companies  would  face  no 
additional  claims  from  former  forced  labourers  once  the 
fond  is  set  up,  he  said. 

His  statement  gave  rto  details  but  appeared  to  refer  to 
huge  compensation  lawsuits  against  German  companies  in 
US  courts.  The  lawsuit  and  fears  of  more  to  come  tevT 
ted  some  of  Germany’s  most  powerful  companies  to  seek 
a wayoutAftw  last  September's  elections,  the  new  gov- 
arjment  ottered  to  help  them  set  up  a restitution  fund. 

AP,  Bonn  ... 
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OVERCROWDED  JAILS 


Plan  to  free  Russian  prisoners 

Russia  said  yesterday  it  planned  to  free  about  one  in  every 

10  praoners  to  ease  overcrowding  fo  hs  cate-straooFri^ 

S^m^als.01*1 9lVe  amneSty  t0  around10&-(™  non- 

„i^^^ak0V’  P*™  minister-  said  the  amnesty 
ptan  would  free  space  in  jail  for  criminate  who 

“Freeing  places'^  three 
economic  criminate  we  are  now  purauing  is  an  imnnrtSL 
measure,"  he  said.  ■ * 30  importam 

Human  rights  groups  have  denounced  overcrowdinn  in 

detention  centrrevmTS 
condemn -food  shortages  caused  by  Russia's 
cristete  prisoners  get  about  70  kopeks 

’ Krasl^ilnnlkov,  justice  minister,  said  the  oroon*. 
als  would  apply  to  war  veterans  and  men  ovJklPS^" 
nant  women  and  women  over  55,  and  invalid* 
with  tobercutosis  and  Aids.  and  people 

He -said  among  those  released  would  be  3 «inn 
and  invalids,  2,000-teenagera,  11,000  wo^^PqS^3 
violent  criminals  and  13,500  criminate  semnq'mSr^ 
sentence.  Reuters,  Moscow  ESC™n9  meir  first 
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POSSIBLE  PRIVATISATIONS  SHIFT  IN  POLICY 

Stockholm 
plans  state 
overhaul 
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By  Tim  Burt  in  Stockholm 


RUSSIAN  ANTI-SEMITISM 

Ganeral  faces  investigation 
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OILMAN  VtrtlClt  INDUSTRY 

Car  output  likely  to  ease 
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The  Swedish  government  is 
planning  a radical  overhaul 
of  state-owned  companies 
that  could  lead  to  large-scale 
management  changes  and 
pave  the  way  for  the  possible 
privatisation  of  some  25 
enterprises. 

In  what  senior  officials 
describe  as  a “significant 
policy  shift'',  the  ruling 
Social  Democrats  have 
formed  a new  state  enter- 
prise unit  to  restructure  the 
profit  targets,  dividend  poli- 
cies and  corporate  gover- 
nance of  state-owned  compa- 
nies with  combined  assets  of 
SKr400bn  r$52bn). 

"We  want  to  create  a port- 
folio where  privatisation 
could  be  an  option.”  said  a 
government  spokesman. 

The  controversial  move 
could  prompt  strong  opposi- 
tion from  the  party's  union 
allies  and  traditional  left-of- 
centre  supporters,  who 
would  condemn  any 
restructuring  that  involved 
job  losses  or  a weakening  of 
government  control. 

In  a move  to  head-off  such 
opposition,  the  government 
1 has  restricted  the  number  of 
companies  to  be  controlled 
by  the  state  enterprise  unit 
- which  will  operate  within 
the  ministry  of  industry  and 
trade  - and  emphasised  that 
privatisation  would  not  nec- 
essarily be  the  policy  goaL 

Of  the  59  state-owned  com- 
panies, more  than  half  will 
be  outside  the  new  unit's 
portfolio  and  remain  part  of 
the  ministry  of  finance  or 
other  government  depart- 
ments. 

Nevertheless,  it  will 
assume  overall  management 
responsibility  for  state  hold- 
ings In  some  of  Sweden's 
largest  companies,  including 
Telia,  the  telecommunica- 


tions group,  Scandinavian 
Airlines  System,  the  state 
railway  and  the  post  office. 
It  will  also  run  Vattenfall, 
the  electricity  generator,  the 
mining  group  LKAB  and  the 
civil  aviation  administration. 

Last  week,  the  govern- 
ment signalled  its  readiness 
to  restructure  such  assets  by 
announcing  the  merger  of 
Telia  and  Norwegian  rival 
Telenor,  with  a partial  priva- 
tisation earmarked  for  nest 
year. 

It  has  recruited  an  interna- 
tional investment  banker  to 
lead  the  enterprise  unit, 
which  will  produce  recom- 
mendations on  the  restruct- 
uring of  state  companies 
later  this  year.  Dag  Detter,  a 
former  director  of  the  British 
investment  bank  BZW,  said: 
"There  will  be  a move 
towards  a more  value-based 
management  strategy.  The 
questions  have  never  been 
asked  this  way  and  some 
companies  are  surprised  at 
having  to  answer  them.” 

Mr  Detter  said  the  unit 
would  initially  seek  a uni- 
form management  strategy 
for  companies  in  the  portfo- 
lio. while  also  re-examining 
their  capital  structure  and 
improving  the  disclosure  or 
information  to  the  market 
and  taxpayers. 

"The  present  government 
does  not  have  an  ideological 
target  to  privatise,  nor  is 
there  is  a fiscal  need  to  do 
so,"  he  said.  “But  if  there  is 
an  argument  from  a profes- 
sional point  of  view  that  j 
using  the  capital  market  is  1 
the  best  solution,  then  it 
could  be  considered.” . 

Of  the  companies  within 
the  new  portfolio,  the  three 
largest  - Telia,  Vattenfall 
and  Posten  - have  a com- 
bined annual  turnover  of 
SKr97bn  and  employ  dose  to 
100.000  people. 
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Jospin:  wants  aid  la  recover  credit  overseas  AP 

France  plans 
priority  list  for 
aid  redpients 
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By  Robert  Graham  In  Parts 

France  is  to  draw  up  a list  of 
countries  to  be  priority 
recipients  of  financial  aid 
and  development  assistance. 

The  move,  announced  yes- 
terday by  Lionel  Jospin,  the 
Socialist  premier,  is  part  of 
an  overhaul  of  French  aid  to 
ensure  more  efficient  and 
transparent  use  of  funds. 

In  particular,  the  left-wing 
coalition  government  is  anx- 
I ious  to  clean  up  corruption 
and  prevent  large  develop- 
ment flows  from  propping  up 
undemocratic  regimes  in 
francophone  countries. 

The  sensitivities  of  those 
included  and  excluded  from 
this  priority  list,  called  a 
zone  efe  sotidariie  priori taire, 
are  such  that  the  govern- 
ment will  first  have  to  clear 
the  matter  with  President 
Jacques  Chirac.  But  Mr  Jos- 
, pin  said  yesterday  both  Leb- 

linon  and  Palestine  were 
included  in  the  list. 

He  also  announced  the  for- 
mation of  a 60-person  coun- 
cil to  monitor  the  use  of 
french  aid  and  analyse  poli- 
cies. The  council  will  be 
composed  of  academics,  non- 
government organisations, 
journalists  and  local  associa- 
tions. 

"French  public  opinion  1s 
not  always  convinced  of  the 
use  and  efficiency  of  devel- 
opment aid."  a briefing  docu- 
ment said.  “To  recover  its 
credit  overseas,  co-operation 
must  be  more  transparent." 

This  tightening  of  aid  pro- 
cedures follows  a shake-up 


last  year  of  the  ministry  that 
handled  funds  and  enjoyed 
near  autonomous  status  in 
dealing  with  France’s  former 
African  colonies.  This  has 
now  been  incorporated  into 
-the  foreign  ministry,  despite 
complaints  from  several 
African  leaders. 

France  has  pledged  to 
spend  a total  of  FFr47bn 
(€7  bn,  SESbnl  in  various  types 
of  overseas  assistance  this 
year.  Though  this  has  fallen 
from  a high  of  FFrS5bn  in 
1994,  as  the  need  to  offset  the 
fall  of  the  CFA  African  franc 
zone  devaluation  has 
declined,  France  still  con- 
tributes almost  0.45  per  cent 
of  gross  domestic  product  in 
aid.  Even  when  the  amount 
devoted  to  the  overseas 
French  territories  is  stripped 
out,  this  is  still  the  largest 
amount  of  any  Group  of 
Eight  industrial  nation 

France  is  channelling  an 
Increased  amount  of  aid  mul- 
tUaterally.  especially  via  the 
European  Union,  but  bilat- 
eral aid  still  accounts  for 
FFr27bn.  Of  this,  80  per  cent 
is  now  funded  equally  by  the 
foreign  and  finance  minis- 
tries. 

The  emphasis  of  aid  policy 
is  now  shifting  to  the  most 
needy  countries,  .with  half 
the  assistance  going  to  coun- 
tries in  sub-Saharan  Africa 
and  a further  15  per  cent  to 
the  Maghreb  countries  of 
North  Africa.  One  big 
change  is  to  devote  more 
resources  to  attracting  stu- 
dents for  higher  education  in 
France. 
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Nordic  governments  set  out 
on  path  to  privatisation 

But  ministers  do  not  want  a rapid  withdrawal  from  the  state  for 
fear  of  alienating  their  traditional  supporters,  writes  Tim  Burt 

Auhs  Salic  does  not  like  reduce  their  grip  on  nation-  mg  Nordic  governments  < 
to  describe  himself  as  a alised  companies.  state  disposals  believe  fu 

captain  of  industry.  But  In  the  oast  18  months.  Rel-  ther  privatisation  is  inevit 


Nordic  assets:  preparing  for  business 


Auhs  Salic  does  not  like 
to  describe  himself  as  a 
captain  of  industry.  But 
the  Finnish  telecommunica- 
tions executive,  a state 
employee  throughout  his 
career,  has  become  the  latest 
Nordic  industrialist  charged 
with  leading  his  company 
from  government  ownership 
to  privatisation. 

Earlier  this  month,  Mr 
Salic  was  promoted  in  con- 
troversial circumstances  to 
become  chief  executive  of 
Sonera,  the  state  telecommu- 
nications group  that  has 
come  to  the  market  through 
a $L4bn  Initial  public  offer- 
ing. His  appointment  fol- 
lowed the  sacking  of  Pekka 
Vennamo,  the  government’s 
first  choice  as  Sonera  chief 
executive,  over  a share-deal- 
ing scandal. 

"It  has  been  surprising 
and  I have  had  to  restore 
management  morale,”  says 
Mr  Salic.  “But  the  privatisa- 
tion process  will  go  on.” 

The  Finnish  government's 
decision  to  sell  off  222  per 
cent  of  Sonera  underlines 
the  readiness  of  govern- 
ments across  the  region  to 


reduce  their  grip  on  nation- 
alised companies. 

In  the  past  18  months,  Hel- 
sinki has  pushed  through 
the  merger  and  partial  sale 
of  IVO  and  Neste,  two  of  the 
country’s  largest  energy 
groups,  and  signalled  its 
willingness  to  cut  its  bolding 
In  Pinnair-  Sweden  has  sold 
off  a large  tranche  of  Nord- 
banken.  one  of  the  country’s 
largest  banks,  as  part  of  its 
merger  with  Finland's  Mer- 
ita, and  Is  expected  to  reduce 
its  stake  in  defence  company 
Celsius  and  paper  group 
AssiDoman. 

The  Danish  government  - 
arguably  the  farthest  down 
the  privatisation  route  - has 
sold  off  DKr38bn  (J5.8bn)  of 
state  assets  since  1993  and  is 
expected  to  maintain  the 
momentum  by  selling  its 
remaining  stake  in  Copen- 
hagen airport,  among  other 
enterprises.  Even  Norway, 
the  country  retaining  the 
strongest  affection  for  state 
control,  has  vowed  to  reduce 
its  stake  in  Den  norske  Bank 
and  Christiania,  the  coun- 
try's two  largest  lenders. 

Investment  bankers  advis- 


ing Nordic  governments  on 
state  disposals  believe  fur- 
ther privatisation  is  inevita- 
ble and  will  accelerate. 

Clearly  such  bankers  have 
an  interest  in  winning  priva- 
tisation business.  But  they 
are  right  to  point  to  a water- 
shed in  Nordic  government 
attitudes  to  state  enter- 
prises. 

The  shift  in  attitude  was 
demonstrated  last  week 
when  the  Norwegian  and 
Swedish  governments 
announced  the  merger  of 
Telenor  and  Telia,  their 
respective  state  telecommu- 
nications companies. 

The  Swedish  government, 
moreover,  has  embarked  on 
a shake-up  of  state-owned 
assets  by  forming  a new 
enterprise  agency  to  over- 
haul the  management  of 
some  25  state  companies. 

But  a rapid  and  clean 
withdrawal  of  state  owner- 
ship is  not  on  the  cards. 
That  would  be  too  much  for 
the  Social  Democrat-led  gov- 
ernments of  Sweden,  Fin- 
land and  Denmark  to  swal- 
low. Such  a move  would  lay 
them  open  to  accusations  of 


betraying  their  traditional 
left-of-centre  supporters  and 
union  allies. 

In  Norway,  the  Christian 
Democrat-led  coalition  is 
reluctant  to  admit  to  a priva- 
tisation agenda.  Some  minis- 
ters will  not  even  use  the 
word  privatise  for  fear  of 
alienating  voters. 

The  governments  in  all 
four  countries,  moreover,  are 
determined  that  the  process 
should  be  carefully  con- 
trolled and  begin  only  with 
partial  disposals.  In  that 
way.  they  can  appease  left- 
wing  supporters  by  pointing 
to  a continuing  state  interest 
and  sometimes  control, 
while  also  equipping  the 
companies  with  stock  mar- 
ket listings  and  an  interna- 
tional shareholder  base. 


By  doing  so,  the  politi- 
cians can  also  look  forward 
to  windfall  revenues  when 
they  decide  finally  to  with- 
draw from  listed  companies 
altogether.  The  Swedish  gov- 
ernment, for  example,  raised 
SKrl3Jbn  earlier  this  month 
from  selling  its  remaining 
stake  in  Pharmacia  & 
Upjohn,  the  Swedish- US 
drugs  group. 

But  in  future  it  may  not  be 
easy  to  control  that  process, 
particularly  for  state  compa- 
nies exposed  to  globalising 
and  intensely  competitive 
industries.  The  recent  wave 
of  cross-border  mergers  and 
acquisitions,  moreover, 
poses  an  additional  threat 
for  such  companies. 

If  the  Nordic  governments 
do  not  relinquish  control 


soon  enough,  state  enter- 
prises could  be  left  on  the 
shelf  as  trade  buyers  look 
elsewhere  for  acquisitions. 
They  may  also  be  more  diffi- 
cult to  sell,  either  through 
initial  public  offerings  or 
trade  auctions,  if  they  are 
seen  os  too  small  or  uncom- 
petitive. Nordic  finance  and 
industry  ministers  acknowl- 
edge that  dilemma  - at  least 
in  private  - and  recognise 
that  a fresh  approach  is 
required.  But  it  is  not  politi- 
cally expedient  for  them  to 
go  public  with  their  tactics, 
at  least  not  yet. 

'it  is  a very  sensitive 
issue."  said  one  government 
adviser.  “We  want  to  be 
more  businesslike  about 
state  assets,  hut  U could  be  a 
slow  and  painful  process.” 
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HEDGE  FUNDS  REGULATORS  VOICE  CRITICISM  FOR  COMPROMISING  CREDIT  STANDARDS  IN  EAGERNESS  TO  TAKE  ON  BUSINESS  WH+LTCM 


Banks  failed  to  assess  hedge  fund  risks 


By  George  Graham  n London 
and  Tracy  Corrigan  in  New  York 

International  regulators 
yesterday  criticised  banks 
for  failings  in  their  risk  man- 
agement  processes  and 
called  for  improvements  In 
their  dealings  with  highly 
leveraged  financial 
institutions  such  as  hedge 
funds. 

A report  by  the  Basle  com- 
mittee of  banking  supervi- 
sors in  response  to  the  near- 
collapse  of  highly  leveraged 
hedge  fund  Long-Term  Capi- 
tal Management  last  sum- 
mer said  iwnfes  and  securi- 
ties houses  had 
compromised  their  credit 


standards  in  their  eagerness 
to  do  business  with  the 
fund  and  failed  to  keep 
up  with  the  fast-changing 
risks. 

The  committee  said  most 
of  the  risks  raised  by  these 
funds  could  be  dealt  with  by 
Improved  standards  at  the 
banks  that  dealt  with  them 

and  noted  that  it  would  be 
difficult  to  regulate  highly 
leveraged  institutions 
directly,  since  many  of  them 
were  based  in  offshore 
havens. 

William  McDonough, 
chairman  of  the  Baste  Com- 
mittee and  president  of  the 
New  York  Federal  Reserve 
Bank  said  that  while  it  was 


impossible  to  rule  out 
another  LTCM-type  crisis 
“we  want  to  make  it  a great 
deal  less  likely”. 

He  added:  “The  tendency 
for  financial  institutions  is 
to  learn  a lesson  and  learn  it 
very  well.  The  question  is 
how  long  win  they  remem- 
ber it"  The  Fed  will  issue  its 

own  guidelines  early  next 
week. 

Yesterday’s  report,  com- 
piled by  a working  group 
under  the  chairmanship  of 
Jan  Brockmeijer  of  the 
Dutch  central  bank,  deferred 
to  the  Basle  committee's 
broader  review  or  its  capital 
adequacy  rules. 

Following  the  completion 


of  that  review,  probably  at 
the  end  of  March,  banks 
could  be  required  to  set 
aside  more  capital  to  cover 
the  risks  of  derivatives  expo- 
sures, possible  shortfalls  in' 
the  value  of  collateral  for 
repo  transactions,  or  deal- 
ings with  hedge  funds.  . 

US  and  German  regulators 
have  proposed  various  forms 
of  clearing  house  or  credit 
register  to  collect  informa- 
tion about  the  borrowings  of 
highly  leveraged  institu- 
tions, which  might  make  it' 
harder  to  build  up  risks  as 
large  as  LTCM’s,  which  were 
seen  as  a threat  to  the  finan- 
cial system. 

But  other  European  regu- 


lators are  privately  dismis- 
sive of  the  cost  and  effective- 
ness of  this  sort  of  mecha- 
nism. 

The  report  explores  where 
banks  went  wrong  In  their 
dealings  with  LTCM.  Banks 
relied  too  much  on -the  col- 
lateral, in  the  form  of  gov- 
ernment securities,  which 
they  collected  to  cover  their 
exposure  to  LTCM,  and 
failed  to  carry  out  . proper 
analysis  of  the  fund’s  own 
creditworthiness.  This  came 

to  grief  wjien  the  threatened 

liquidation  of  LTCM's  mas- 
sive Investment  portfolio 
sent  financial  markets  into  a 
spin,  slashing  the  value  of 
their  collateral. 


The  -Basle  Committee’s 
report  urges: ? 

■ Sound  credit  standards 
which  address  the  specific 
risks  posed  by -highly  lever- 
aged institutions. 

■ Greater  efforts  to  develop 
a good  measure-  of  potential 
future  exposures  if  the  mar- 
ket value  of  collateral  should 

fall 

■ Meaningful  credit  limits 
that  aggregate  a bank's  over- 
all exposure  to  a particular 
leveraged  institution. 

■ Tougher  terms  for 
counterparties  that  do  not 
disclose  enough  information, 
including  a requirement  to 
post  initial  margin  in.  excess 
of  the  current  exposure. 


Ugandan  bank 
chief  warns  on 
monetary  plans 


By  Mark  Turner  in  London 

Emmanuel  Lute,  deputy 
governor  of  Uganda's  central 
bank,  has  warned  that 
regional  leaders  must  pro- 
vide “more  decisive  and 
timely  political  approval  of 
recommended  policy 
changes”,  if  monetary  crite- 
ria to  underpin  the  proposed 
East  African  Community 
(EAC)  are  to  be  effective. 

“Without  resolve  at  the 
level  of  political  leadership, 
implementation  of  the  other- 
wise good  monetary  policy 
recommendations  would  be 
stifled  or  delayed,  to  the  det- 
riment of  the  desired 
changes  and  impact,”  he 
said. 

The  community  is  sched- 
uled to  be  launched  in  July. 

The  three-nation  grouping 
of  Kenya,  Tanzania  and 
Uganda  intends  to  attain  sta- 
ble single-digit  inflation  by 
the  year  2.000,  reduce  budget 
deficits  to  less  than  5 per 
cent  of  gross  domestic  prod- 
uct. and  build  foreign 
exchange  reserves  to  a level 
equal  to  six  months’ 
imports. 

Speaking,  at  a Financial 
Times  seminar  in  London. 
Mr  Lule  also  raised  the  pos- 
sibility of  closer  co-operation 
with  the  Bretton  Woods 
institutions,  following  the 
shake-up  of  banks  In  Kenya 
“which  had  revealed  that  the 
three  countries  are  not 
immune  to  contagion  prob- 
lems. 

“It  may  not  be  far  fetched 
to  consider  a joint  policy 
framework  paper  in  negotia- 
tions with  the  IMF  and 
World  Bank."  he  added. 

His  statement,  made  with 
the  blessing  of  all  three  East 
African  central  banks,  came 
one  week  after  the  leaders  of 
Kenya.  Tanzania  and 


Uganda  confirmed  in  Aru- 
sha, Tanzania,  that  they 
would  sign  the  EAC’s  estab- 
lishing treaty  in  July,  and 
eliminate  all  internal  tariffs 
except  on  an  "agreed  list  of 
products”,  subject  to  a maxi- 
mum 10  per  cent  surcharge. 

The  list  would  aim  to  pro- 
tect Infant  industries,  and 
deal  with  public  revenue 
shortfalls. 

The  revived  EAC  will  com- 
prise a regional  court, 
assembly,  and  customs 
union.  Leaders  aim  to  estab- 
lish a monetary  union  in  the 
medium  term,  and  eventu- 
ally a full-blown  political 
federation:  a concept  which 
had  been  given  new  impetus 
by  Daniel  arap  Mol  presi- 
dent of  Kenya,  at  the  Arusha 

summit 

Nevertheless,  a number  oF 
concerns  still  surround  the 
project,  which  could  suffer 
from  a trade  Imbalance 
strongly  in  favour  of  Kenya 
and  differing  levels  of 
national  development 

Internationa]  investors 
and  donor  governments  have 
raised  questions  about  East 
Africa's  ability  to  implement 
the  community's  consider- 
able agenda  within  the  pro- 
posed time-frame,  although 
lauding  the  principle  of 
regional  integration. 

Responding  at  a press  con- 
ference yesterday.  Gerald 
Ssendaula,  Uganda's  finance 
minister,  said  all  three  coun- 
tries were  seriously  pursuing 
convergence  strategies,  but 
the  need  for  wide  consulta- 
tions meant  the  process 
would  take  time. 

“All  of  us  are  moving  in 
the  direction  of  harmonising 
our  laws  as  far  as  monetary 
'matters  are  concerned,”  he 
said.  “If  there  is  any  delay, 
that  is  not  to  say  there  is  no 
political  wilL" 


Bedouin  troops  salute  Crown  Prince  AbcUtah  .at  the  royal  petarw  in  Amman  yesterday 


Albright 
endorses 
Abdullah 

Madeleine  Albright,  US 
secretary  of  state,  yesterday 
made  a brief  stop  In  Jordan 
for  talks  wfth  Crown  Prince 
Abdullah,  chosen  as  the  new 
heir  by  King  Hussein,  who 
on  Tuesday  returned  to  the 
US  for  cancer  treatment, 
writes  Judy  Dempsey  in 
Jerusalem. 

The  visit,  arranged  at  short 
notice,  was  an  attempt  by 
the  US  to.  demonstrate  Its 
support  for  Jordan,  which 
faces  a serious  economic 
crisis  and  difficult  relations 
with  Its  neighbours,  Iraq  and 
Israel. 

Mrs  Albright,  who  had  ' 
flown  in  frm  Saudi  Arabia, 
said  she  wanted  to  visit  the 
Crown  Prince  “in  order  to  - 
make  very  dear  that  the  US 
stands  with  Jordan". 

She  added  Washington 
was  seeking  ways  to 
support  the  economy  and 
would  try  to  speed  up  the 
disbursement  of  $100m  In 
special  economic  aid 
promised  by  the  US  after 
Jordan’s  support  for  the 
Wye  peace  accord  signed 
by  Israel  and  Palestinians 
last  October.  Jordan  already 
receives  from  the  US  5225m 
Reuters  a year  aid. 


Eleven  hurt  by  bomb  explosion 
near  Cape  Town  police  station 


By  Victor  Mallet 
in  Johannesburg 

Eleven  people  were  hurt 
when  a bomb  planted  in  a 
plastic  bln  exploded  outside 
Cape  Town's  main  police  sta- 
tion yesterday,  in  what 
appears  to  he  the  latest  salvo 
in  a battle  between  Islamic 
fundamentalists  and  the 
South  African  authorities. 

Two  weeks  ago.  a detec- 


tive investigating  People 
Against  Gangsterism  and 
Drugs,  a militant  Moslem 
group  linked  to  violent 
attacks  in  the  Cape  Town 
area,  was  assassinated  in  bis 
car.  The  killing  was  thought 
be  in  revenge  for  the  death 
of  a demonstrator  killed  by 
police  during  a protest 
against  the  visit  to  Cape 
Town  of  Tony  Blair,  the  Brit- 
ish prime  minister. 


In  the  past  six  months, 
two  bombs  have  exploded  at 
the  Waterfront  shopping  and 
entertainment  complex,  kill- 
ing two  and  injuring  30. 

The  government  this  week 
launched  Operation  Good 
Hope,  sending  in  extra  police 
and  troops  in  an  attetapt  to 
control  the  violence.  ‘This  is 
obviously  not  a good  start," 
said  Gannief  Daniels,  com- 
mander of  the  operation. 


“These  people  are  showing 
us  that  they  don’t  care  about 
what  we  are  trying  to  do." 

Marthinus  van  Schalkwyk, 
leader  of  the  opposition  New 
National  Party,  called  the 
bomb  “a  direct  challenge  to 
law  enforcement”.  He  said: 
“The  arrogance  of  the  people 
doing  these  things  is  immea- 
surable. These  people  are 
trying  to  start  people  panick- 
ing." 


air 


icv  in  Iraq 


By  Stephan  FMtar 

In  Washington 


New.  rules  of  engagement  for 
US  aircraft  operating  over 
.Iraq  were  critWsed.at  a Sen- 
ate hearing  yesterday  for  not 
allowing  attacks  on  Iraqi  air 

bases.  But  US  officials  and 
military  experts  said,  that 
further..  Intensifying  attacks 
on  Iraq's  air  defence  systems 
would  be  a large  scale  opera- 
tion that  would  carry  signifi- 
cant risks.  . 

Expanded  rules  of  engage- 
ment for  US  and  British,  air- 
craft over  Iraq  were 
tmriiMinoftd  this  week  follow- 
ing a shift  in  Baghdad's  tac- 
tics last  month,  aimed  at 
stepping  up  challenges  to 
allied  pilots.  The  rules  allow 
-allied  pilots  to  strike  at  any 
part  of  the  Iraqi  air  defence 
system  if  they  are  chal- 
lenged. Under  the  previous 
rules,  pilots  would  attack 
the  specific  radar  or  aircraft 
which  was  QiaTipnging  them. 

General  Anthony.  Zinni, 
commander  in  .chief  of  US 
central  command,  responsi- 
ble for  operations  in 
southern  Iraq,  told  the  com- 
mittee of  Iraqi  tactics  to  lure 
allied  pilots  patrolling  the 

northern  and  southern  "no- 
fly”  zones  in  Iraq  into  what 
have  been  called  sambushes 
- after,  the  acronym  for  sur- 
face to  air  missiles. 

“The  Iraqi  aircraft  come  at 
us  and  penetrate,  usually 
very  shallow,  into  the  no-fly 
.zone  and  turn  and  normally 
dip  into  a missile-engage- 
ment zone.  That's  a tactic  to 
attempt  to  lure  us  in  for  a 
potential  missile  shot.  They 
are  very  careful  not  to  come 
too  for  or  too  dose,”  he  said. 

Senator  John  McCain, 
Republican  from  Arizona, 
suggested  to  a hearing  of  the 
Senate  Armed  Services  Com- 
mittee, that  Iraqi  jets  were 
free  to  put  US  pilots  in  dan- 
ger and  retreat  with  impu- 
nity. “We  have  Iraqi  aircraft, 
they're  taking  off,  challeng- 
ing our  aircraft,  possibly  at 
some  point  being  able  to 
shoot  down,  pur  airplanes, 
going  back  and  landing.  And 
we  do  not  retaliate  against 
places  from  which  they 
leave,"  he  said. 

But  General  Zinni  said 
that  US  aircraft  did  “not 
want',  to  be  baited  or  lured 
into  what's  known  as  the 
Super  MEZ,  or  the  super 
missile,  engagement  zones 
around  Baghdad  and  Tikdt.” 

Any  attempt  to  attack 
these  aircraft  would  have  to 
Involve  “a  deliberate  cam- 
paign... on  a scale  of  a Desert 
Fox  or  greater"  said  Gen 
Zinni,  referring  to.  last 
month's  70-hour  bombard- 
ment of  Iraq  by  US  and  Brit- 
ish farces 


. Amatzia  Baram.  VT5*,!”=; 
professor  at  Geopiown. 
University,  saw*  *lw 
•tactics  were  aimed  :n  P*n  a. 
securing  a “trophy'  such  a, 
a downed  US  pilot  who  bm«* 
be  displayed  on  televuynn 
But  at  another  lew.  Saddam 
Hussein,  the  Iraqi  leader, 
was  trying  to  dispki)  defi- 
ance to  people  around  lisni 
who  "are  very  sensitive Ui 
issues  of  honour" . he  saw. 

■ Iraq's  "rolling  over  and 
playing  dead"  during  rjrsrrt^«e 
Fox  was  damaging 
Iraqi  leader's  prestige.  Then-  t 
were  no  indications  of  an 
existing  threat  to  the  regime, 
said  Mr  Baram.  but  the  Iraqi 
leader  had  been  left  wmk«  r 
than  at  any  time  since  1990 
when  his  sons-in-laa 
defected  and  when  lie  had  to 
overcome  a serious  coup 
attempt. 

Anthony  Cordesman.  a 
senior  fellow  at  the  Centre 
from  Strategic  and  Interna- 
tional Studies,  said  that  in 
the  past  the  Iraqi  leader  had 
backed  down  'quickly  when 
allied  forces  had  responded 
vigorously  to  his  provoca- 
tions. This  time  be  appeared 
to  be  challenging  allied  air- 
craft in  a more  systematic 
way.  That  could  well  force  a 
further  change  in  which  the  | 
US  and  Britain  attempted 
suppress  the  Iraqi 
defence  system,  he  said. 

However,  be  said  that  pop- 
ular perceptions  of  what  is 
going  on  in  a low  level  con- 
flict are  as  important  :ts 
actual  battlefield  results. 
And  the  expanded  rules  of 
engagement  - which  he 
noted  have  been  in  place  for 
some  time  and  only- 
announced  this  week  - did 
increase  the  likelihood  of 
errant  missiles  missing  their 
targets. 

This  In  turn  allowed  the 
Iraqis  the  sort  of  propaganda 
victory  it  gained  this  week 
when  western  reporters  vis- 
ited a residential  neighbour- 
hood in  Basra,  apparently 
hit  in  error  by  a US  missile. 

He  said  the  US  and  Britain 
should  take  care  before  they 
further  expanded  th^  •' 
engagement  to  further  dam-1  \ 
age  the  Iraqi  air  defence  sys-  A 
tem.  “It’s  not  a casual  task 
to  become  involved  in  an  air 
defence  suppression  cam- 
paign," he  said. 

Iraq's  system  included 
more  than  500  surface  to  air 
missile  firing  units,  more 
than  2,000  anti-aircraft  artil- 
lery installations,  five  sector 
operating  centres,  a national 
air  defence  operating  centre 
in  Baghdad  and  perhaps  355 
operating  combat  aircraft. 
The  US  goal,  officials  made 
clear  yesterday,  would  in  the 
short  and  medium  term  be 
to  continue  to  contain  Iraq. 


WORLD  ECONOMIC  FORUM 


Economists  find  plenty  to  worry  about 
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By  Robert  Cbote  and  Guy  de 
Janquores  bi  Davos 

Mother  nature  vied  with  the 
dismal  science  yesterday  to 
cast  gloom  over  this  Swiss 
mountainside  resort,  as 
international  policymakers 
and  business  people  gath- 
ered to  ponder  the  key 
trends  in  the  world  economy 
in  the  year  ahead. 

While  Davos  laboured 
under  Its  heaviest  snowfall 
for  years,  pundits  at  the 
World  Economic  Forum 
sought  something  positive  to 
say  about  the  outlook  for 
global  prosperity  after 
months  of  turmoil  in  emerg- 
ing economies. 


Like  the  journey  to  Davos 
itself,  that  proved  an  uphill 
struggle.  Warnings  or  fur- 
ther currency  instability  and 
stock  market  volatility  alter- 
nated with  concern  about 
fragile  economic  growth  and 
the  risks  of  protectionism. 

One  of  the  grimmest  anal- 
yses came  from  Kenneth 
Courtis.  Deutsche  Bank's 
chief  economist  in  Asia.  He 
saw  massive  worldwide 
excess  capacity  in  almost 
every  sector  of  traded  goods, 
dangerously-  big  exposure  by 
hanks  in  industrialised  coun- 
tries to  emerging  market 
creditors  and  weak  political 
leadership. 

The  one  hope  was  that 
national  authorities  would 
maintain  economic  demand 
by  continuing  to  cut  interest 
rates  and.  increasingly, 
taxes.  But  if  they  failed  to  do 
so.  he  said,  “then  it  seems 
we  are  headed  for  the  most 
vicious  international  trade 
environment  since  Smoot- 


Hawley”  - the  US  tariff  bill 
which  triggered  the  1930s 
slump. 

The  trade  tensions  already 
emerging,  notably  between 
the  US,  Europe  and  Japan, 
are  expected  to  be  among 
the  main  issues  on  this 
weekend's  agenda. 

Charlene  Barshefsky  and 
Sir  Leon  Brittan,  the  top  US 
and  European  Union  trade 
officials,  who  are  embroiled 
In  a bitter  dispute  over 
bananas,  are  due  to  have 
their  first  face-to-face 
meeting  for  several  weeks 
here. 

Also  in  Davos  will  be 
E is uke  Sakakibara,  Japan's 
“Mr  Yen”,  who  this  week 
caused  a diplomatic  incident 
by  refusing  to  meet  Richard 
Fisher,  Ms  Barshefsky’s  dep- 
uty. in  Tokyo. 

The  global  impact  of 
Japan's  continuing  domestic 
plight  will  also  be  in  the 
spotlight.  Rudi  Dombusch, 
the  voluble  US  economist 


Davos 

Participants  In  the  Work!  Economic  - 
Forum  annual  meeting  can  enjoy  a . 
panoramic  view  of  the  mountains 
around  Davos  on  a short  (tethered)  ride 
in  the  FT  hot  air  balloon.  \ 

Weather  permitting,  the  balloon  wit  be 
flying  from  foe  part  below  the  Hotel 
Belvedere  on  Saturday  and  Monday 
from  10:30  to  14:00  and  from  .17:00 
to  19:30  and  all  day  Sunday. 


and  commentator,  said 
Japan's  soaring  public  sector 
borrowing  would  in  a few 
years  condemn  its  govern- 
ment debt  to  “junk-bond  sta- 
tus". 

There  was  also  plenty  of 
unsolicited  advice  for  Brazil, 
the  first  emerging  market 
casualty  of  1999. 

Domingo  Cavallo.  Argen- 
tina’s former  finance  minis- 
ter, joined  Mr  Dombusch  in 
urging  Brazil  to  stabilise  its 
exchange  rate  by  quickly 


establishing  a currency 
board. 

Although  the  euro  had 
made  a good  start,  European 
economies  still  faced  dan- 
gers. One  of  the  biggest, 
according  to  Daniel  Gros. 
head  of  the  Brussels  Centre 

for  European  Policy  Studies, 
was  that  unrealistic  wage 
demands  in  Germany  could 
force  a rise  in  interest  rates 
in  the  euro  zone. 

The  one  .shining  light  amid 
the  gloom  was  the  US,  where 


robust  consumer  demand 
continued  to  pull  the  rest  of 
the  world  along. 

It  was  widely  agreed  that 
this  depended  vitally  on 
Wall  Street,  where  share 
prices  were  seen  by  some  to 
have  only  a tenuous  rela- 
tionship with  economic- real- 
ity- . 

There  was  less  consensus, 
however,  about  how  long 
that  could  continue.  Mr 
Dombusch  believed  the 
stock  market  would  forge 
ahead  until  a rise  in  com- 
modity prices  pushed  up  US 
inflation  and  interest  rates. 
But  even  then  there  was  a 
good  chance  of  a soft  eco- 
nomic landing. 

Other  speakers,  however, 
believed  that  stratospheric. 
US  share  price  levels  were 
much  more  vulnerable-  to 
unforeseen,  shocks  -.  and 
that  policy  makers  would  be 
tumble  to  prevent  a sharp 
decline  damaging  the  real 
economy. 


Yes,  you  really 
can  die  from  a 
broken  heart 


Aliens  from  cyberspace  give  CEOs  the  shivers 


By  Guy  de  Jonquttres  In  Davos 

In  an  increasingly 
unpredictable  world,  which 
fear  keeps  top  international 
businessmen  awake  at 
night?  A global  recession?  A 
stock  market  crash?  Another 
bad  bout  of  currency  jitters? 

Forget  It-  The  nightmare 
stalking  executive  suites 
from  Singapore  to  San  Fran- 
cisco is  that  of  being  put  out 
of  business  by  someone 
you've  scarcely  beard  of. 

That,  at  least,  is  wbat 
many  chief  executive  officers 
(CEOs)  from  large  compa- 
nies around  the  world  told 
accountants  and  manage- 


ment consultants  PwC,  in  a 
survey  released  In  Davos 
yesterday. 

No  fewer  than  half  the  800 
respondents  expected  to  face 
growing  challenges  in  the 
next  few  years  from  “non- 
traditional”  competitors 
using  electronic  commerce 
on  the  internet  to  invade 
established  markets. 

By  contrast,  more  than  80 
per  cent  of  corporate  leaders 
declared  themselves  optimis- 
tic about  growth  prospects 
for  the  next  three  years. 
However,  it  was  debatable 
whether  that  robust  confi- 
dence showed  prescience  - 
or  a well-developed  instinct 


for  self-preservation. 

According  to  James 
Schiro,  who,  as  CEO  of  PwC, 
must  know  a thing  or  two 
about  how  to  survive  at  the 
top,  he  and  his  like  are  paid 
to  take  an  upbeat  view  of  the 
future.  “As  a CEO,  you  can't 
go  around  not  being  optimis- 
tic. or  you  won’t  keep  your 
job  for  very  long,"  he  said. 

But  CEOs  are  not  sitting 
back  and  taking  the  threat 
of  competition  from  cyber- 
space lightly.  Many  said 
they  aimed  to  expand  then- 
business  on  the  internet, 
chiefly  to  serve  customers 
better,  and  a fifth  expected  it 
to  provide  at  least  20  per 


cent  their  companies'  reve- 
nues in  the  next  five  years. 

They  are  also  increasingly 
avid  “surfers”.  Almost  a 
third  rated  their  internet 
proficiency  as  excellent,  and 
a quarter  said  they  had 
spent  more  than  10  days  dur- 
ing the  preceding  four  weeks 
navigating  the  world  wide 
web.  The  keenest  users  of 
all,  apparently,  are  in  Latin 
America. 

There  were  signs  of  life 
even  in  Europe,  which  was 
lambasted  by  Silicon  Valley 
leaders  at  hut  year’s  Davos 
meeting  for  lagging  in  the 
use  of  new  technologies. 
Last  year,  more  than  half  of 


European  CEOs  said  for  the 
first  time  that  they  had 
logged  on  to  the  internet, 
and  two  thirds  said  they  had 
had  some  experience  of  it. 

But  the  survey  found  that 
attitudes  varied  widely 
across  Europe,  sometimes  in 
perplexing  ways. 

British  chief  executives 
were 'exceptionally  positive 
about  the  potential  for  earn- 
ing revenues  from  e-com- 
merce, and  almost  three 
quarters  expected  it  funda- 
mentally to  reshape  their 
businesses.  Yet  the  UK  hart 
the  highest  proportion  of 
respondents  rating  their 
internet  skills  as  poor  - or 


never  using  it  at  all. 

On  the  other  hand,  Ger- 
man top-  managers  emerged 
as  active  surfers  on  the  web. 
But  they  were  noticeably 
more  sceptical  than  any  of 
their  European  counterparts 
about  whether  it  would  gen- 
erate new  business  for  their 
companies. 

But  niggling  doubts  about 
CEOs’ ' truthfulness  were 
raised  by  the  astonishing  94 
per  cent  who  insisted  their 
companies  were  “totally"  or 
“mostly"  prepared  to  deal 
with  the  Y2K  problem.  That 
answer.  PwC  suggested, 
might  he  a case  of  optimism 
triumphing  over  reality. 


By  WOBarn  Hall 

Forget  the  diets,  forget  the 
exercise,  the  real  heart  dis- 
ease killer  is  . . ; lack  of 
love.  . 

“If  you  are  lonely  or 
depressed  you  are  three  to 
five  times  more  likely  to  die 
early,”  says  Dean  Ornish, 
founder  of  the  preventive 
medicine  .research  institute 
inSausalito,  California,  and 
author  of  Love  & Survival  a 
best-seller  about  “emotional 
.and  spiritual”  heart  disease. 

He  is  not  aware  of  any 
other  factor  in  -medicine  - 
not  diet,  not  smoking,  not 
stress,  not  genetics,  not 
r drugs,  not  surgery  - that 
has  a greater  impact  on  the 
Incidence  of  illness  than  the 
“healing  power  of  love  and 
intimacy".  Dr  Ornish's  pre- 
scription: “If  a new  drug  had 
the  same  impact,  virtually 
every  doctor  in  the  country 
would  be  recommending  it.” 

Heart  ■ disease  kills  more 
people  than  all  other  dis- 
eases combined.  Dr  Ornish, 
recognised  by  Ufe  magazine 
as  one  of  the  50  most  influ- 
ential members  of  his  gener- 
ation, has  spent  most  of  his 
career  carrying  out  research 
into  preventing  and  revers- 
ing heart  disease  .which  cost 
the  US  $56bn  in  1994. 

He  reckons  .that  the 
annual' cost  of  heart  bypass 
operations  alone  in  the  US  is 
running  at  S20bn  a year. 
Eradicating  heart  disease 
would  hot-only. save  a huge 
amount  of  money  but  would 
also  dramatically . improve 
the  quality  of  Ufe  of  the  47m 


Americans  with  no 
insurance. 

- There  is  no  myster 
the  cause  of  heart 
according  to.  Dr  Orni 
addressed  a seminar 
“Can  life-style  c 
reverse  heart  dise; 
Davos  yesterday. 

The  contrast  betw 
high  rates  of  dist 
advanced  countries, 
the  US  and  UK,  and 
rates  in  China  refle 
low  level  of  fat  in  ea* 
diets.- The  average  Aj 
consumes  almost  40  ] 
of  calories  as  Cat. 

Dr  Ornish,  aut 
numerous  books,  s 
“Eat  More,  Weigh  Le 
ommends  his  disci 
observe  a diet  of  less 
per  cent  Eat  and  ak 
cholesterol.  “We  coul 
nate  95  per  cent  of  hi 
ease,  if  we  put  into 
what  we  know.”  s 
Ornish. 

Throw  in- a few  fc 
piements.  such  as 
three  grammes  of  fi 
day.  give  up  smokii 
your  risk  of  heart 
plummets.  Walking  ! 
minutes  a day  aloi 
lower  the  chanras  of 
ture  death  by  50  pt 
says  Dr  Ornish.  Thk 
stairs,  or  parking  th 
tittle  Further  from  th 
could  put  years  on  y 

Dr  Ornish's  resea 
shown  that  progress 
the  most  severe  c< 
heart  disease  can  c 
reversed  by  follow 
diet  and  changing  o 
style. 


u*USP 


euro 


Yes,  the  euro  has  successfully 
arrived.  SG  welcomes  its 
introduction  as  the  world's 
newest  currency — as  well  as 
the  countless  opportunities 
it  brings. 

SG  is  in  an  ideal  position 
to  help  you  profit  from  the 
change.  As  a leading  global 
financial  group,  we  offer 
proven  strength  and  vast 
resources  throughout 
Europe — and  around 
the  world. 


So  whether  you  need  euro 
expertise  in  the  international 
capital  markets,  cash 
management  and  custody 
services,  or  asset  management, 
come  to  the  firm  that  delivers 
results. 

SG.  Opening  a world  of 
opportunities. 
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Beijing  plans 
fresh  drive 
on  technology 


JAKARTA  REFORMS  INDEPENDENCE  FOR  EAST.  TIMOR  AND  PLANS_F0R  FIRST  DEM0CRATlCI.8!j^T^^. IN  :40  YEARS  “WIN  rMIXTUR^  

Habibie  play s higb-risM  jo  Indonesia , 

•L  » *k0r  - BujM'mn 


By  James  Kyoge  ta  Befng 

China  is  embarking  on  a 
concerted  new  effort  to 
climb  the  technology  ladder 
by  commercialising  the  work 
of  research  laboratories  and 
allowing  private  technology 
companies  easier  access  to 
stock  market  listings,  it 
announced  yesterday. 

“The  rate  of  conversion  of 
technology  (Into  products) 
has  been  very  low  in  the 
past."  said  Deng  Nan,  vice- 
minister  or  science  and  tech- 
nology. 

As  part  of  the  technology 
initiative  242  state  laborato- 
ries would  gradually  be 
allowed  to  “enter  the  mar- 
ket" by  commercialising 
their  research,  said  Ms  Deng, 
the  daughter  of  Deng  Xiao- 
ping, the  Chinese  leader  who 
died  In  1997. 

Li  ZIbin,  mayor  of  Shen- 
zhen, a relatively  high-tech 
boom  town  bordering  Hong 
Kong,  said  that  the  China 
Securities  Regulatory  Com- 
mission (CSRC),  China’s 
stock  market  watchdog,  was 
preparing  to  ease  listing 
requirements  for  high-tech 
companies  and  to  speed  up 
their  approval 

One  listing  rule  which 
may  be  eased  was  a stipula- 
tion that  companies  come  to 
the  market  with  a three-year 
profit  track  record.  “This 
could  be  lowered  to  one  or 
two  years,"  said  Mr  Li, 
whose  city  has  one  of  main- 
land China's  two  stock  mar- 
kets. 

He  said  that  regulations 
on  the  size  of  companies 
planning  to  list  would  also 
be  eased,  to  allow  smaller 
high-tech  start  ups  a chance 
to  .raise  equity  finance. 
There  was  also  a possibility 
that  a “second  board”  dedi- 
cated to  high-technology 
stocks  would  be  created  on 
the  Shenzhen  stock 

pzctiangp. 

Chinese  officials  have  In 
the  past  noted  the  need  to 
foster  high-technology  com- 
panies, but  their  efforts  have 
fallen  foul  of  government 
inertia  and  the  fact  that  the 


huge  but  ailing  state  sector 
has  retained  priority  for 
stock  market  listings  and  in 
the  allocation  of  bank  credit 
This  attitude  may  now  be 
changing-  Jiang  7*m\nl  the 
president,  and  Zhu  Rongji, 
the  premier,  both  made 
speeches  at  the  start  of  this 
year  calling  for  “technology 
to  build  the  country". 

Officials  have  begun  to 
speak  with  a new  confi- 
dence. Mr  Li,  asked  when 
the  new  rules  on  private 
technology  companies'  list- 
ings would  be  promulgated, 
said:  “These  changes  are  all 
the  CSRC’s  responsibility, 
but  if  it  was  up  to  me,  I 
would  do  them  this  after- 
noon.” 

Most  private  high  technol- 
ogy companies  still  complain 
bitterly  that  China's  state- 
banks  do  not  not  lend  to 
them,  authorities  do  not 
approve  their  plans  to  list 
and  venture  capital  is 
scarce. 

Mr  Li  said  that  two  ven- 
ture capital  companies,  one 
domestic  and  one  in  Bong 
Kong  with  US*50m-DSS80m, 
are  to  be  set  up  shortly  to 
help  finance  mainland  start- 
ups, many  of  which  may 
spin  off  from  state  laborato- 
ries. 

• An  explosion  believed  to 
have  been  caused  by  a home- 
made nail  bomb  ripped 
through  a farmers'  market 
in  central  China  this  week. 
killing  nine  and  injuring 
more  than  65,  hospital  and 
police  sources  said  yester- 
day, Renter  reports  from 
Beijing. 

The  bombing  in  rural 
Hunan  province  was  at  least 
the  fourth  in  China  this 
month,  underscoring  official 
fears  of  social  disorder  in  a 
year  of  sensitive  political 
anniversaries  and  growing 
unemployment 

A local  police  official  said 
the  blast  came  just  a few 
steps  from  offices  housing 
the  Ylzhang  county  govern- 
ment on  Monday.  But  he 
said:  “We  don't  yet  know  if 
it  was  a man-made  explosion 
or  an  accident” 


By  Sander  Thrones  in  Jakarta  . 

Indonesia's  President  B.J. 
Habibie  is  pursuing  a high- 
risk  strategy,  for  himself  and 
for  bis  country,  in  pushing 
through  democratic  reforms, 
and  simultaneously  offering 
independence  to  the  war- 
tom  territory  of  East  Timor. 

Yesterday  he  won  wide-- 
spread  praise  for  the  moves 
and  official  support  from  the 
powerful  military  establish- 
ment But  some  diplomats 
and  other  analysts  fear  the 
short-term  result  could  be 
more  violence  rather  than 
stability. 

Parliament  in  Jakarta 
approved  three  election  laws 
to  pave  the  way  for  Indones- 
ia’s first  democratic  elec- 
tions in  40  years,  barely 
beating  a deadline  set  by  the 
government  to  allow  enough- 
time  to  prepare  for -the  vote 
on  June  7. 

One  delegate  died  of  a 
stroke  in  the  midst  of  heated 
debates,  but  the  laws  were 
approved  by  consensus,  a 
tradition  established  under 
former  president  Suharto. 
Some  delegates  objected  to 
the  88  seats  guaranteed  for 
the  military,  down  .from  75, 
or  complained  the  new  elec- 
tion rules  favoured  the  domi- 
nant Golkar  party. 

Politicians  agreed  that 
Indonesia's  new  election 
laws,  mixing  proportional 
voting  with  an  obligation  for 
parties  to  field  regional  can- 
didates, were  a vast  improve- 
ment on  the  ceremonial 
votes  under  Mr  Suharto,  and 
a boost  to  Mr  Habibie's 
claims  to  being  a reformer. 

The  new  parliament,  along 
with  200  other  delegates,  is 
to  appoint  a new  president 
in  early  November.  Nurcbol- 
ish  Madjid,  a Moslem  critic 
of  the  government,  said  Mr 
Habibie  had  gemtima  demo- 
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Clockwise  from  top  Mb  President  HaMbfo;  soldiers  stand  by  in  Jakarta;  protesting  students  in  Jogjakarta,  and  AS  Abates,  foreign  minister 


era  tic  leanings  but  had 
grown  to  support  an  early 
vote  because  be  thought  it 
would  favour  his  chances  of 
being  re-elected,  particularly 
if  no  one  emerged  a clear 
winner  from  the  opposition. 

“If  there  is  a deadlock, 
Habibie  Is  the  compromise 
candidate,”  Mr  Madjid  said. 
“It’s  safer  for  the  govern- 
ment to  have  a fair  election." 

Support  poured  In  for  Mr 
Habibie's- surprise  sugges- 
tion the  day  before,  that  the  - 
newly  elected  legislature 
could  grant  independence  to 
East  Timor  if  an  earlier  offer 
of  autonomy  were  rejected. 


“The  new  Indonesian  pol- 
icy appears  explicitly  to  give 
the  people  of  East  Timor  a 
direct  role  in  deriding  East 
Timor's  future,”  said  a US 
State  Department  spokes- 
man. “As  such,  it  is  a posi- 
tive development.” 

A spokesman  for  Indones- 
ia’s military  called  the  policy 
change  “wise  and  positive", 
easing  concern  among  diplo- 
mats that  it  could  rally  the 
military  against  Mr  Habibie. 
“The  military  is  ready  to 
leave  East  Timor,”  the 
spokesman  said.  “But  we  are 
worried  about  civil  war 
there.  Who  will  maintain 


order  after  we  have  left?" 

Diplomats,  too,  feared  Mr 
Habibie’s  remarks  would 
only  fuel  between 

groups  favouring  and  oppos- . 
mg  independence.  The 
clashes  have  left  at  least  five 
dead  in  recent  days  and  . 
caused  thousands  to  flee. 

“On  the  ground,  it  will 
make  things  worse,"  a diplo- 
mat said.  “The  independence 
movement  is  getting  over- 
excited. Fm  not  sure  what  . 
the  army's  game  is  there; 
bat  they've  armed  proxies 
who  favour  integration  with 

Tndmifliila 

“You  can’t  just  pun  out. 


It'd  be  a bloodbath." 

East  Timor  has  been  by  far 
the  military's  most  difficult 
battleground  for  the  past  20 
years,  though  rebellions  In 
Irian  Jaya  and  other  islands 
have  required  constant  polit- 
ical and  military  attention. 

The  logic  far  continuing  to 
•occupy' East  Timor  despite 
the  high  military  and  politi- 
cal cost  at  home  and  abroad- 
had  been  an  assumption  that 
other  parts  of  Indonesia 
would  otherwise  be  inspired 
to  break  away. 

. : Few  now  go . along . with 
that  theory.  “1  don't  believe 
East. Timor  would  be  like  a 


said  Dewi  Fortuna 
j^-MrHataWsto^ 
nnifrv  adviser.  “Outside  East 

national  identity  was  real. 
Even  i would  go  to  the  front 

for  Irian  Jaya.” 

Ms  Anwar  said  that  Mr 
Habibie,  fed  up  wlthcont.n- 

ned  International  condemn* 

tion  erf  the  1976 
had  been  prepared  to  W 
of  East  Timor  all  along,  but 
ted  rejected  Timorese  calls 
for  a five-year  transition,  fol- 
lowed by  a referendum. 

“Vfliy  do  we  have  to  hang 
on  to  East  Timor  if  it  is  hurt* 
lug  us  so  much  and  the 
Timorese  feel  so  unhappy 
about  rtT*  she  said.  “We  con- 
tinue to  believe  that  special 
autonomy  Is  the  best  solu- 
tion, but  that  has  to  be  tfo«- 
final  solution-  We  don  i 
this  hanging  around  for 
another  five  years.” 

Ms  Anwar  said  the  legisla- 
ture could  simply  annul  the 
1976  annexation  if  autonomy 
were  rejected.  “East  Timor 
would  be  returned  to  Portu^ 
gal  and  the  United  Nations,” 
she  said.  “Then  it’s  up  to 

them.”  . . 

East  Timorese  activists 
yesterday  continued  to  call 
for  a five-year  transitional 
government,  shared  by 
Indonesia,  Portugal  and 
Timorese  leaders,  followed 
by  a referendum  in  the  terri- 
tory. Diplomats  said  a transi- 
tion was  needed  to  preempt 
violence. 

Democratic  elections  are  a 
notion  most  Indonesians 
suppprt  in  theory  but  iearntf  ••  - 
practice,  given  a tradition-!^*' 
campaign  violence.  RiotJ,- 
have  shaken  the  country  in 
recent  months,  fuelled  by 
economic  crisis,  a break- 
down in  law  and  order,  and 
gnyuritig  religious  tension. 

Editorial  comment,  Page  21 


Canberra  Welcomes  Jakarta’s  policy  shift  on  East  Timor 


By  Gwen  Robinson  In  Sydney 

Canberra  yesterday 
welcomed  Jakarta’s  policy 
shift  on  Eakt  Timor,  but  tem- 
pered its  response  with  calls 
for  more  details. 

At  the  same  time,  Austra- 
lian oil  and  gas  companies 
that  have  profit-sharing  or 


joint  venture  pacts  with  Jak- 
arta on  production  In.  the 
Timor  Sea  said  they  were 
monitoring  developments. 

Alexander  Downer.  Aus- 
1 tralian  foreign  minister,  said 
details  about  Indonesia's  pol- 
icy shift  that  needed  clarify- 
ing were  the  extent  to  which 
Jakarta  would  consult  the 
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East  Timorese  on  whether 
they  could  “live  with  the 
sort  of  autonomy  package 
they're  proposing”. 

But  he  described  Jakarta's 
Initial  announcement  as  a 
“very  significant  step. . . You 
have  to  recognise  how  far 
Indonesia  has  moved,  and 
we've  obviously  been 


Cambodia 

premier 

appeases 

donors 


encouraging  that” 

Australia  was  the  only 
western  government  to 
recognise  Indonesia's  annex- 
ation of  East  Timor  in  1976. 
Since  last  year,  Australia 
had  been  lobbying  Jakarta  to 
soften  its  line. 

Earlier  this  month,  Can- 
berra shifted  Its  policy,  when 


Secretary 
to  defend 
HR  fraud 
decision 


Mr  Downer  announced  that 
Australia  would  back  self-de- 
termination for  East  Timor. 
He  stressed  then  that  Can- 
berra  would  prefer  an  auton- 
omous East  Timor  to  remain 
part  of  Indonesia. 

Australian  oil  and  gas 
companies  doubted  the  pol- 
icy shift  would  have  any 


short-term  impact  on  pro- 
duction in  the  Timor  Sea 
zone  of  cooperation. 

“We  would  adapt  to  any 
new  legal  arrangements  put 
In  place.  It’s  something  for 
governments  to  sort  out.” 
said  a spokesman  for  Broken 
ffill  Proprietary,  which  oper- 
ates oil  fields  in  the  region. 


India  to  probe 
murder  of 
missionary 
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Hun  Sen,  Cambodia’s  prime 
minister,  took  two  important 
steps  towards  appeasing 
International  donors  yester- 
day when  he  stepped  down 
as  armed  forces  commander 
mid  cancelled  12  major  log- 
ging concessions. 

The  military  dominance  of 
life  in  Cambodia  and  the 
plunder  of  the  country's  for- 
ests are  Intertwined,  as 
many  military  units  directly 
benefit  from  logging  activity 
and  offer  protection  to  both 
legal  dud  megal  loggers. 

Next  month  Cambodia’s 
aid  donors,  whose  contribu- 
tions make  up  about  half  of 
the  government's  annual 
budget  meet  in  Tokyo  to 
consider  a government 
request  for  $1.3bn  in  assis- 
tance over  the  next  three 
years.  Topping  the  list  of 
donor  concerns  are  reining 
in  the  pace  of  logging  activ- 
ity, which  at  current  levels 
will  wipe  out  Cambodia’s 
forest  cover  by  the  middle  of 
the  next  decade,  and  demobi- 
lising a portion  of  the  coun- 
try's sprawling  fold  powerful 
armed  forces. 

Mr  Hon  Sen  said  he  was 
handing  over  control  of  the 
army  to  Gen  Ke  Kim  Yan,  a 
senior  member  of  the  ruling 
Cambodian  People's  party, 
because  the  collapse  of  the 
Khmer  Rouge  meant  the 
army  now  had  a smaller  role 
in  government  affairs. 

“It  is  time  to  withdraw 
from,  being  a commander  in 

chief  to  fight  against  the 

return  of  the  Pol  Pot  geno- 
tidal  regime ...  to  become  a 
commander  in  chief  to  lead  a 
fight  against  poverty,"  the 
prime  minister  said. 

Mr  Hun  Sen  said  recently 
he  planned  to  cut  troop 
strength  by  55,000  soldiers 
and  24,000  military  police- 
men out  of  a total  of  140,000 
military  men.  .The  actual 
number  of  decommissioned 
soldiers  is  likely  to  be  less 
because  some  of  those 
weeded  out  will  be  “ghost 
soldiers'’.  - dead  or  non-exis- 
tent men  whose  pay  is  pock- 
eted by  corrupt  officers. 

As  . part  of  the  effort  to 
clean  up,  the  military,  Mr 
Hun  Sen  said  be  would 
launch  a “total  operation 
against  illegal  logging”. 


Hong  Kong's  secretary  , for 
justice  has  agreed  to  meet 
legislators  next  week  to 
explain  the  derision  not  to 
prosecute  Sally  Aw,  a promi- 
nent publisher  , and  member 
of  a Chinese  political  advi- 
sory committee,  in  a fraud 
case  involving  her  company; 

Elsie  Leung;  secretary  for 
justice,  also  hinted  she 
might  revisit  the  case,  which 
ended  in  court  last  week. 

She  said  yesterday  that 
further  investigations  had 
been  carried  out  by  the  Inde- 
pendent Commission 
Against  Corruption,  the  ter- 
ritory’s anti-grfot  body,  and 
its  report  wonld  be  ready  by 
early  next  week.  “If  further 
evidence  is  available,  1 will 
look  at  the  matter  again. 
Such  circumstances  would 
clearly  affect  the  terms  of 
the  public  statement  that  1 
intend  to  make.” 

Three  members  of  Miss 
Aw’s  staff  were  jailed  last 
week  for  the  deception, 
which  involved  printing, 
then  dumping  copies  of  the 
Rn  gUsth-lang,  iflga  Hong  Kong 
Standard  to  inflate  circula- 
tion figures. 

Miss  . Aw  was  named  by 
Hong  Kong's  anti-corruption 
body  as  a coktonspirator  but 
not  prosecuted,  a decision 
that  sparked  concerns  over 
the  territory's  commitment 
to  maintain  a rule  of  law 
applicable  to  everyone.  Leg- 
islators and  lawyers  called 
on  Misa  Leung  to  justify  the 
action,  claiming  it  suggested 
that  some  people  might  be 
above  the  law. 

Miss  Leung  offered  no 
explanation,  pleading  poten- 
tial prejudice  of  the  triaL 
Margaret.  NgLa  member  of 
the  Legislative  Council,  said: 
“The  question  in  every- 
body’s mrnd  is:  Why  are  cer- 
tain people  prosecuted  and 
not  others?"  • 

Among,  the  disclosures 
from  outside  the  courtroom 
were  transcripts  of  an  inter- 
view with  the  Independent 
Commission  Against  Corrup- 
tion, shown  to  local  media, 
in  which  Miss  Aw  was  said 
to  have  approved -the  plan  to 
inflate  circulation  figures, 
although  adding  that  the 
method  for  doing  so  was  not 
discussed.  . •!-  • ■ 


India's  government,  led  by 
the  Bharatiya  Janata  party, 
yesterday  promised  to 
launch  a judicial  inquiry 
Into  the  killing' last  weekend 
of  an  Australian  Christian 
missionary  and  his  two 
young  sons. 

The  killings  were  at  first 
blamed  by  local  police1  on  a 
militant  Hindu  organisation 
loosely  associated  with  the 
BJP:  But  a tefon  of  ministers 
sent  to  tire -village. in  Orissa, 
eastern -India,  where  the  kfll- 
IhgBtook  place,-  claimed  yes- 
terday the  deaths  of  Graham 
Staines  and  his  sons  aged 
'sevenfold  nine.  were. part  of 
a.  “conspiracy'’,  to  bring 
down  the  government 

The  attack,  which  follows 
a' separate  spate  of  arson 
attacks  in  recent  weeks 
against  Christian  missions 
and  Churches  in  Gujarat, 
west  India,  prompted  wide- 
spread outrage  in  the  press, 
among  opposition  parties 
and  from  the  BJP’s  coalition 
partners  - some  of  which 
have  threatened  to  poll  out 
of  the  government  unless 
attacks  against  Christians 
cease  and  culprits  in  previ- 
ous attacks  are  punished.  - 

Critics  have  accused  the 
BJP  of  falling  to  rein  in  mili- 
tant organisations  which 
form  part  of  the  “Sangh  Pari- 
varf,  or,  “family"  of  Hindu 
nationalist ' organisations  in 
India,  and  of  falling  to 
respond  to  the  incidents. 

A supreme  court  Judge 
will  head  the  inquiry  into 
last  Friday's  ; killing  in 
which  a mob  reportedly  100- 
strong,  set  ablaze  the  jeep  in 
which  Mr  Staines  and  his 
sons.  were,  sleeping,  parked 
outside  a predominantly 
Christian  , village  in  north- 
eastern Orissa. 

Local  police  have  arrested 
S3  .people  since  the  attack. 
Senior  • police  officers 
claimed  after-.ths-. incident  it 
appeared  - • to  • have  been 
organised  by  the  Bajrang 
Dal,  a militant  Hindu  group 
loosely'  affiliated  with  the 
BJP  and  other  Hindu  nation- 
alist-organisations.  - . 

BJP  leaders  have  denied 
the  involvement  of  the 
Bajrang  Dal  or.  any  other 
Hindu  groups.  The  Bajrang 
Dal, -and  the!  VJshwa  Hindu 


India  cuts  basic 
food  subsidies 

By  Mark  fOchotoan  in  Hew  Delhi 

India  yesterday  announced  a 
cut  in  subsidies  on  basic 
foods  provided  under  a 
ration  system  for  the  poor,  a j 
surprise  move  designed  to  y 
help  trim  the  government's  * ' 
high  fiscal  deficit.  ' 

Prices  of  wheat,  rice  and 
sugar  sold  under  the  Pub  Be 
Distribution  System  were 
raised  by  up  to  30  per  cent 
with  immediate  effect  The 
government  also  raised  bulk 
prices  of  urea,  a heavily 
used  farm  input  by  11  per 
cent  to  Rs4,000  ($94)  a 
tonne. 

Officiate  said  the 
combined  moves  would 
save  the  exchequer  up  to 
RsSObn  ($1.1  bn)  over  a year. 

Parishad,  its-  parent  organi- 
sation which  has  ties  with 
the  BJP,  have  also  denied 
any  involvement 
George  Fernandes,  defence 
minister  and  leader  of  a left- 
wing  party  in  the  BJP-ied 
coalition,  said  after  visiting  . 
the  site  of  the  crime  that  hex"  i 
and  two  other  miniate  riFi 
found  no  evidence  of  an^ 
Hindu  group's  involvement, 
echoing  the  views  of  Hindu 
rightwingers  that  it 
appeared  part  of  a conspir- 

2 the  10-month- 

old  BJP-led  government. 

“Someone  had  decided  to 
Sea  that  this  man  is  killed 
and  then  the  incident  is 
“ J*  everyone 
from  Atal  Betaari  Vajpayee 
[prime  minister]  to  the  low- 

ft  the  govern- 
ment is  crucified,”  he  said. 

Vlff  and  Bforang  Dal  lead- 
ers have  justified  attacks 
Christian  mission- 
££ ' “ 1 * locaI  response  to 

fJSj?  conversions  to 

Omstianity  among  poor  and 

low-caste  Hindus.  Mr 
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scene  of  attacks  in  3S«SV 
““■her  this  month,  said  thef 
Incidents  should  prompt  at 
“patmnal  debate"  on  convex 
swns  - a remark  denounced 
by  entics  as  at  least  an  mad. 
equate  response  and  at  worst 
a tacit  endorsement. 
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°n?  Brazil  rate  rise  fails  to  halt  forex  flight 


By  John  Barham  in  S8o  Paulo 

Foreign  currency  continued 
pouring  out  off  Brazil  yester- 
day. in  spite  of  a sharp 
three-point  rise  in  interest 
rates  on  Wednesday,  forcing 
the  Real  down  on  currency 
markets  for  the  12th  consec- 
utive business  day. 

The  currency's  fall  further 
underlined  fears  of  a deterio- 
ration in  the  real  economy, 
threatening  support  for  Pres- 
ident Fernando  Henrique 
Cardoso's  centre-right  coali- 
tion government. 

At  mid  session  yesterday, 
the  currency  had  lost  2.6  per 


cent  of  its  value,  falling  to 
RS1.96  per  US  dollar 
although  it  later  recovered 
slightly.  The  Real  has  lost  38 
per  cent  of  its  value  since 
the  government  was  forced 
to  abandon  its  controlled 
exchange  rate  on  January 
IS. 

Foreign  economists  fear 
disarray  bn  financial  mar- 
kets could  prolong  and 
deepen  an  already  severe 
recession  and  retgnite  infla- 
tion. The  government’s  XBGE 
statistics  institute  said  yes-, 
terday  unemployment  last 
year  rose  to  7 JS  per  cent,  the 
highest  since  1983,  during 


Brazil's  last  international 
debt  crisis.  The  IBGE  said 
Unemployment  could  reach 
9.4  per  cent  in  January.  This, 
coupled  with  high  interest 
rates  and  rising  business 
and  personal  bankruptcies 
may  undercut  political  sup- 
port for  Mr  Cardoso. 

The  central  bank  began 
paying  annual  interest  rates 
of  35.5  per  cent  for  short 
term  funds  on  the  overnight 
money  market  yesterday, 
but  even  so  was  unable  to 
bolster  the  currency  which 
has  for  four  years  been  the 
cornerstone  of  Mr  Cardoso's 
anti-inflation  strategy. 


Rodrigo  Flaes  of  Rio  de 
Janeiro’s  Banco  lcatu,  said 
exporters,  the  main  source  of 
hard  currency,  "are  waiting 
to  see  how  much  further  the 
currency  will  fall  before  they 
begin  selling.  On  Wednesday 
alone.  US$287 .5m  flowed  out 
of  the  country.  So  far  this 
month  Brazil  bas  lost 
USS8bn  in  reserves  reducing 
central  bank  reserves  to 
about  US$36bn.  However, 
the  central  bank  has  not 
used  its  reserves  to  defend 
the  currency  since  it  stopped 
supported  the  Real  on  Janu- 
ary 13. 

Traders  say  speculators 


are  no  longer  pressuring  the 
Real.  Instead,  companies  and 
banks  in  the  private  and 
public  sectors  are  buying 

dollars  to  pay  for  imports  or 

service  debts  in  dollars. 
IDEA,  a consultancy,  said 
Brazilian  borrowers  had 
some  US$320m  in  debt  pay- 
ments due  on  Thursday 
alone.  The  central  hank  said 
borrowers  must  make  ser- 
vice payments  of  USS3bn  in 
February  and  US$4bn  in 
March. 

Lutz  Fernando  Lopes,  chief 
economist  at  $ao  Paulo's 
Banco  Patrimomo.  said  this 
current  phase  of  uncertainty 


may  be  short  lived:  "We  will 
know  in  two  or  three  weeks 
where  we  are  going  because 
the  adjustments  process  here 
is  similar  to  that  in  other 
[emerging  market  crises]  but 
the  process  of  [recovery]  will 
be  foster  here.”  He  expects  a 
sharp  recession  this  year  to 
be  followed  by  a rebound  in 
200 o. 

However,  international 
analysts  question  the  gov- 
ernment’s ability  to  manage 
the  crisis.  They  say  Brasilia 
cannot  raise  interest  rates 
much  more  without  danger 
onsly  expanding  its  domestic 
currency  debt. 


Fed  chairman  steps  up  his 
criticism  of  Clinton  budget 


Fall  in  equity  prices  seen 
as  an  ‘above-average  risk’ 
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By  Gerard  Baker  to  Washington 

Alan  Greenspan.  the 
chairman  of  the  Federal 
Reserve,  yesterday  stepped 
up  his  attack  on  the  budget 
proposals  President  Bill  Clin- 
ton unveiled  last  week, 
repeating  his  warning 
against  investing  public 
funds  in  the  stock  market 
and  questioning  the  credibil- 
ity of  White  House  budget 
surplus  forecasts.. 

Though  the  Fed  chairman 
carefully  welcomed  the  main 
principle  of  Mr  Clinton's 
budget  - using  the  bulk  of 
expected  budget  surpluses 
over  the  next  15  years  to 
meet  the  demands  of  Social 
Security.  the  state 
pension  scheme  - he  warned 
that,  given  the  unreliability 
of  economic  forecasts, 
Mr  Clinton’s  proposal  might 
not  prove  sufficient  to 


stabilise  the-  system’s 
finances. 

"We  cannot  confidently 
project  large  surpluses  in 
our  unified  budget  over  the 
next  15  years,  given  the 
inherent  uncertainties  of 
budget  forecasting,"  he  told 
the  Senate  budget  commit- 
tee. "How  can  we  ignore  the 
fact  that  virtually  all  fore- 
casts of  the  budget  balance 
have  been  wide  of  the  mark 
in  recent  years?" 

Instead,  he  indicated,  it 
would  be  preferable  to  shift 
decisively  to  a private  sys- 
tem of  pension  provision. 

Mr  Clinton  went  some  way 
towards  encouraging  private 
pensions  when  be  presented 
plans  in  his  State  of 
the  Union  address  last 
week,  but  the  Fed  chairman 
has  long  favoured  more 
comprehensive  private  cov- 
erage. 


The-  White  House 
responded  cautiously  to  Mr 
Greenspan's  latest  criticism. 
"We've  always  known  be 
favours  privatisation  of 
Social  Security,"  said  an  offi- 
cial. The  most  important 
thing  is  that  he  supports  our 
basic  plan,  which  is  to  use 
the  budget  surpluses  to  pay 
down  debt  through  social 
security." 

The  rift  between  the  Fed 
chairman  and  the  adminis- 
tration is  highly  unusual 
and  criticism  from  such  a 
powerful  quarter  may  under- 
mine political  support  for 
parts  of  the  White  House 
plan. 

However,  Mr  Greenspan’s 
warnings  about  budget  fore- 
casts were  also  directed  at 
congressional  Republicans,  i 
who  are  eager  to  use  part  of  I 
the  projected  monies  for  tax 
cuts. 


By  Richard  Adams  hi  London 

A leading  hedge  fund 
analyst  is  warning  of  an 
"above-average  risk"  of  a fall 
in  US  equity  prices,  saying 
current  levels  are  not  sup- 
ported by  "new  paradigm" 
claims  or  low  inflation. 

Sushi!  Wadbwani  - - 
research  director  at  the 
Tudor  Investment  Corpora- 
tion, writing  in  a personal 
capacity  for  the  UK’s 
national  Institute  Economic 
Review*  - argues  that  the 
high  prices  and  low  equity 
risk  premiums  on  Wall 
Street  are  not  backed  by 
so-called  paradigm  shifts  in 
the  economy  such  as  techno- 
logical advances  or  by 
sustained  low  interest  rates. 

"Although  computers  and 
the  internet  open  up  many 
new  opportunities,  the  same 
has  been  true  in  technologi- 


cal advances  through  his- 
tory," Mr  Wadhwani  says  in 
the  article  to  be  published 
today.  "Is  it  really  the  case 
that  the  productivity 
improvements  implied  by 
the  steam  engine,  the  tele- 
phone or  the  aeroplane  were 
less  that  implied  by  thn 
computer?" 

In  spite  of  the  introduction 
of  computers,  output  per 
worker  has  risen  by  only 
around  l per  cent  a year 
over  the  last  10  years.  And 
the  short  service  lives  of 
computers  implies  that  their 
contribution  to  overall  pro- 
ductivity growth  must  be 
modest 

"The  key  point  is  that 
computers  make  up  only  a 
small  fraction  of  US  capital 
stock,"  he  says. 

Mr  Wadhwani’s  research 
suggests  that  the  equity  risk 
premium  fallen  anil  fe  at 


the  lower  end  of  its  histori- 
cal range,  with  his  "best 
guess”  putting  the  premium 
at  1.7  per  cent,  including  the 
effects  of  stock  buy-backs 
and  low  interest  rates.  A risk 
premium  takes  account  of 
the  chance  of  a loss  on  the 
asset  in  the  future. 

But  investors  in  the  US 
are  unprepared  for  the  low 
rates  of  return  Implied  by 
current  prices.  Most  US  pen- 
sion funds  assume  equity 
returns  of  8-10  per  cent, 
which,  with  a dividend  yield 
of  less  than  2 per  cent  and 
nominal  economic  growth  ■ 
unlikely  to  exceed  5 per  cent 
is  “unsustainably  high",  the 
paper  says. 

An  end  to  the  equity  bull 
market  also  poses  a risk  to 
the  international  economy. 
A correction  in  the  market 
to  "more  traditional  levels" 
would  depress  earnings. 


ift  on  East  i Reprieve  for  cable  TV  on  internet  providers 
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>,  India  to  probe 
murder  of 
missionary 


By  Mark  Suzman  fin  Washington 
and  Richard  Waters  si  New  York 

The  Federal  Communica- 
tions Commission  yesterday 
backed  away  from  forcing 
US  cable  television  compa- 
nies to  open  their  networks 
to  internet  service  providers, 
a move  that  could  eventually 
limit  the  ways  companies 
such  as  America  Online 
(AOL)  deliver  high-speed 


internet  services  to  Ameri- 
can homes. 

The  decision  also  appeared 
to  lift  one  of  the  main  con- 
cerns hanging  over  the  pend- 
ing merger  between  two 
giants  of  the  US  telecommu- 
nications and  cable  industry, 
AT&T  and  TCL  If  TCI  were 
forced  to  give  open  access 
over  its  networks  to  competi- 
tors. it  would  dent  the  value 
of  the  acquisition  for  AT&T, 


the  telecoms  company's 
executives  have  warned. 

However,  the  federal 
agency  said  it  would  keep  a 
close  eye  on  how  quickly 
high-speed  internet  services 
developed,  leaving  open  the 
possibility  that  it  could 
change  its  position  later. 

William  Kennard,  FCC 
rhairman,  indicated  that  he 
thought  it  was  too  early  to 
decide  whether  the  regula- 
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India  cuts  bast 
food  subsidies 


AWARD  OF  A CONTRACT 

Due  to  Infrastructural  reformations  within  Its  Network  Structure  one  of 
the  GSM  operators  in  Turkey,  hereby  wishes  to  announce  that  its 
existing  with  sensible  price  of  Alcatel  901  Model,  Omni  2-Omni  4 Type 
BTS&BSC  equipments  which  are  currently  off  use  manners  and  the 
majority  under  proper  working  conditions  will  be  subjected  to 
competitive  biding  In  terms  of  the  most  appropriate  proposal. 
Corporations  and/or  Institutions  interested  In  the  above  mentioned 
equipment  along  with  their  spare  parts  are  invited  to  obtain  details  of 
the  relevant  standard  list  of  conditions  from  the  address  stated  below. 
Corporations  and/or  Institutions  who  are  wHfing  to  participate  in  the 
competitive  bidding  should  prepare  their  application  proposals  and 
contact  our  representative  person  who  Is  mentioned  below  via  the 
telephone  and  fax  numbers  within  30  calendar  days. 


Contact  person  is : Ms.  Ozden  KIR 
Tel: + 90  212  448  79  02 
Fax: + 90  212  448  77  77 
Telsim  Mobil  Teiekominikasyon  Hizmetleri  AJ>. 

Basin  ekspres  yolu  star  sokak  No:2  34640  Ikiteill,  Istanbul/TURKEY 


tory  agency  should  act  "It  Is 
very,  very  early  in  the 
deployment  of  this  technol- 
ogy.” he  said  at  a FCC  meet- 
ing yesterday. 

A dispute  has  flared  up  in 
recent  weeks  between  the 
cable  TV  and  internet  ser- 
vice industries  over  the  reg- 
ulation of  cable  networks  in 
the  internet  age.  Once  they 
have  upgraded  their  net- 
works to  carry  high-speed 
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data  services,  the  cable  com- 
panies want  to  charge  a fee 
to  internet  companies  which 
rely  on  their  networks,  while 
internet  companies  have 
argued  that  cable  systems 
should  be  as  open  as  the 
public  telephone  networks. 

The  debate  has  been 
accentuated  by  the  pending 
merger  between  AT&T, 
which  is  trying  to  compete 
head-on  with  AoL.  and  TCI, 


whose  cable  systems  could 
one  day  form  a powerful 
platform  for  high-speed 
internet  access. 

Mr  Kennard  said  the 
agency  would  monitor  the 
issue  “very  closely"  in 
future.  However,  he  also  said 
be  hoped  that  wireless  and 
satellite  technologies  would 
also  offer  similar  services  to 
consumers,  providing  addi- 
tional competition. 


NEWS  DIGEST 

IMPEACHMENT  HEARING 

Senate  seeks  compromise 
end  to  Clinton  trial 

The  US  Senate  yesterday  struggled  to  map  out  a plan  to 
move  towards  a quick  end  to  President  Bitt  Clinton's 
impeachment  trial  that  would  accommodate  concents  from 
both  the  White  House  and  Republican  trial  managers. 

After  the  Senate's  decision  to  proceed  with  the  trial  and 
to  call  three  witnesses,  senators  yesterday  postponed  the 
start  of  trial  proceedings  as  they  huddled  behind  closed 
doors  to  work  out  a compromise  that  would  allow  them  to 
move  forward  in  a bipartisan  manner. 

White  House  lawyers  are  divided  over  whether  they 
should  extend  the  trial  by  making  an  aggressive  defence 
and  calling  additional  witnesses  or  whether  to  acquiesce 
to  the  Senate’s  desire  to  move  rapidly  to  depositions  and 
a final  vote.  Joe  Lockhart,  Mr  Clinton's  spokesman,  said 
the  president  still  wanted  a quick  resolution  but  warned 
that  if  proceedings  were  dragged  out  it  would  be  the 
responsibility  of  Republicans.  Mark  Suzman,  Washington 

PETROCHEMICALS  PRIVATISATION 


Mexican  sell-off  in  doubt 

Mexico's  plan  to  liberalise  its  state-owned  petrochemicals 
sector  has  suffered  a new  setback,  after  one  of  only  two 
potential  bidders  for  the  first  plant  on  the  auction  block 
puNed  out  for  lack  of  interest. 

The  decision  was  the  latest  sign  of  apathy  in  what  had 
once  been  billed  as  a landmark  attempt  to  part  privatise 
one  of  Mexico's  most  jealously  protected  sectors.  Govern- 
ment officials  admit  that  after  years  of  setbacks,  the  battle 
to  bring  private  partners  into  the  cash-strapped  state  pet- 
rochemical sector  could  be  lost. 

This  week  Idesa,  a private  Mexican  petrochemicals  com- 
pany, told  the  energy  ministry  it  was  unable  to  puH 
together  a consortium  with  enough  capital  to  meet  the 
$750m  threshold  required  for  investing  in  the  Morelos 
complex  in  south-east  Mexico.  Henry  Tricks,  Mexico  City 


COLOMBIAN  EARTHQUAKE 


Looting  crackdown  ordered 

Colombia’s  president  yesterday  ordered  a military  crack- 
down in  Armenia,  the  city  worst  hit  by  Monday’s  earth- 
quake, after  a day  of  looting  and  rioting. 

President  Andtos  Pastrana  said  2,000  soldiers  and  700 
policeman  would  be  brought  In  to  stamp  out  gangs  of 
armed  looters  still  roaming  the  streets.  He  flew  into 
Armenia  on  Wednesday  vowing  to  impose  order  and 
speed  relief  to  250,000  people  left  homeless  by  the  quake, 
in  which  at  least  883  people  died. 

The  earthquake,  measuring  6.0  on  the  Richter  scale,  cre- 
ated a disaster  zone  that  covered  20  towns  and  villages 
across  five  provinces  in  Colombia's  central  coffee-region. 
Reuters,  Armenia 


On  the  web  today 

• Microsoft  switches  defence  stance 

• Cuba  comes  late  to  war  against  drugs 

• Only  Chile  can  judge  Pinochet,  court  told 
http-7/www.fLcom/americas 
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THE  CENTRAL  BANK  OF 
BOSNIA  AND  HERZEGOVINA 
announces  the  international 

COMPETITION  f:;: 


u 


the  Annual  accounts  aid  records  of  the ; :v 
Central  Bank  ofBosnia  and  Herzegovina 

1.  The  subject  of  the  tender  is  the  auditing  of  the 
Annual  accounts  and  records  of  the  Central  Bank 
ofBosnia  and  Herzegovina. 

2.  The  tenderer  has  to  give  two  tenders  for  the 
auditing  of  the  accounts  and  records  of  the  Central 
Rnnlt  ofBosnia  and  Herzegovina  as  following: 

• one  tender  for  period  of  two  years 
1 1998  and  1999 J. 

• another  tender  for  period  of  three  years 
(1998, 1999  and  2000). 

3.  Deadline  for  submitting  the  tenders  is  10*  of 
February  1999. 

4.  The  tenders  are  to  be  sent  in  sealed  envelope  and 
marked  “for  competition’,  to  the  address  of: 

Cen trains  banka  Bosne  i Hercegovine 
ul.  Marsala  ’fita  br.  25. 

71  000  Sarajevo 
Bosnia  and  Herzegovina 

5.  If  vou  require  further  information,  please  contact 
the  Vice-Governor  Mr.  Dragan  Kovafcevifi  at 

tel.  ++3S7  71, 444-797 

. . .....  • • • ■ •.  .r  . ~ 


INVITATION  TO  PRE-QUAUFY 
UDOSTERtO  D6  ENERGJAY  UNAS  DEL  G0BIERN0 
DE  LA  REPUBUCA  DE  VENEZUELA 
CADAFE 

BOOT  CONCESSION  FOR  LA  VUELTOSA  HYDROELECTRIC  PROJECT 
COMPLEJO  UR1BANTB-CAPAR0,  VENEZUELA 
The  UaneziiBtanGoMRMnthas  opened  the  pretyagcaion  and  setertion 
process  br  companies  Interested  in  the  BOOT  concession  tor  tfie  oonsouctfon 
and  operator!  c#  the  La  Vuetosa  hydroefcaric  power  project,  to  be  granad 
through  the  Ministry  of  Energy  & Mines  and  the  «a Unowned  power 
corporation,  Cattetfa  Corpartas  invotwed  w»\ttade«loprnentcorsmJC»X^ 
fabrics tlorvinsta Baton,  Jesfing,  and  operation  of  hydroelectric  power  plants 
are  invited  to  pertldpafe  in  the  bidding  for  this  BOOT  contract  The  scope 
of  woric  wfl  include:  construction  at  the  powerhouse  and  reused  ekretrica! 
and  mechanical  works;  wee  bays  lor  generation  units,  although  only  two 
wfll  be  considered  WttaSy;  proewwneni  and  instanatton  of  two  Francis-type 
turttnes  ol  apprartnalBiy  H7  MW  aacti;  two  generators  al  266  MVA'  and 
an  associated  transmission  system  ot  approximately  26  kilometers. 
The  duration  of  the  construction  period  Is  up  to  40  months.  The  Concession 
period  is  20  years,  induing  construction.  Companies  interested  in  pertjqpating 
must  obtain  on  request  in  writing  hither  information  for  praqirelification. 
UJWI  payment  al  Bs.  50O000  to  Cadafe,  at  any  of  the  Mowing  addressee 
(1)  Oflcfna  da  la  Garancia  de  Lidtactones  y Contratos.  ptso  14.  Ecfifkto 
CadafB,  av.  Lie.  Sanz,  a Marquto,  Caracas,  Venezuela.  Tel.  (562)2713079 
or  (582)  2088438.  Pax  (582)2088598;  or  (2)  Desanolio  Urlbante-Ceparo, 
C.A.  (DESURCA),  Ofldna  Central  del  Proyecto  UrftnnteCaparo,  Cafe  4 
con  Vtoduao  Nuevo.  Las  Acacias.  C.C.  0 Pinar.  Nivel  La  Bermeja.  San 
CrWdbd.  Edo.  TAcNra,  Venezuela.  Tel  (5876)  471404  or  (5876)  472921. 
Fax.  (5876)472173.  The  PfBquafficailon  srArrfsstors  are  toe  m Spanish 
atihe  above  offices  of  Cedateki  Caracas  by  1400  hr.  (local  time).  Wednesday 
March  3. 1989.  
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. WORLD  TRADE 

TRADE  liberalisation  common  agricultural  policy  remains  obstacle,  says  official 


Brussels’  farm  reforms  fail  to 


^y  iflctiael  Smith  in  Brussels 

The  European  Union’s 
Sf®®  agricultural  policy 
will  remain  a serious  obsta- 
to  world  trade  liberalise’ 
won  even  after  it  is  reformed 
this  year,  Augustus  Schu.- 
fflaoier,  US  farms  imder-sec- 
Tt^y,  said  yesterday. 

H*  said  tbe  US  welcomed 
the  reforms,  including  price 
cuts-  but  they  were  a smalt 
step  towards  opening  mar- 


kets. The  US  would  be  push- 
ing for  further  change  in  the 
next  round  of  world  trade 
talks. 

Separately,  tbe  European 
parliament  failed  to  reach  a 
common  position  on  the 
European  Commission’s  pro- 
posals for  reforming  the 
CAP,  presenting  a potential 
stumbling  block  to  hopes 
among  member  states  of 
agreeing  change  in  Mgrr+>  to 
the  EU’s  budget 


They  decided  to  refer 
reports  on  the  CAP  sectors 
back  to  committees  or  post- 
pone final  votes- 
Many  MEPs  balked  at  the 
size  of  the  proposed  price 
cuts  while  others  were 
thought  to  be  protesting 
against  the  Commission’s 
refhsal  to  commit  itself  to 
rpflkp  changes  parliamentar- 
ians want 

EU  member  states  will 
determine  the  shape  of  the 


CAP  reforms.  But  they  need 
parliament's  opinion  before 
signing  off  any  deal,  and 
may  be  uncomfortable  even 
reaching  a ’tentative  conclu- 
sion in  February  unless  they 
have  parliamentary  input 
Speaking  in  Brussels  after 
a tour  of  European  capitals, 
Mr  Schumacher  said  one  of 
tbe  US's  agriculture  priori- 
ties in  the  next  trade  round 
would  be  to  win  agreement 
on  ending  export  subsidies. 


The  EU  provided  84  per 
cent  of  the  world’s  total  in 
1996  while  the  US  proportion 
was  1.4  per  cent  be  said.  . “If 
one  major  exporter  uses 
export  subsidies,  others  have 
no  choice  but  to  respond  in 
kind.”' 

At  the  same  conference 
Franz  Fischler,  EU  agricul- 
ture commissioner,  noted  a 
recent  $6bn  aid  package  by 

the  US  to  its  farmers..  “It. 
may  be  a one-off  hut  Dsome] 


suspect  a creeping  change  in 
US  agriculture  policy,?  he 
said.  • • : ■ 

• The  European.  Parliament 
yesterday  voted  for  a com- 
plete phasing  but  of  battery 
hen  cages-  in'  response  to 
European  Commisson  pro- 
posals that  would  increase 
by  law  the  amount  of  space 
farmers  must  provide  for 

par’ll  )wn 

The  Issue  w3L.be  decided, 
by  member'states.'  ‘ 


Exporters  apoplectic  at  being 
placed  in  bananas  firing  line 


European  industries  threatened  by  OS  trade  aaiKflaDS* 

US  hmmrts  from  EU.1M7  (fin)'  * . 
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Why  us,  ask  European  companies  facing 
heavy  losses  and  plant  closures  if  the  US 
goes  ahead  with  penal  tariffs  on  their 
exports  in  its  trade  war  over  bananas 


European  companies  fac- 
ing the  threat  of  US 
sanctions  are  furious 
about  the  Clinton  adminis- 
tration’s targeting  of  export- 
ers who  have  nothing  to  do 
with  Washington's  dispute 
with  Brussels  about  the 
banana  trade. 

Across  Europe,  companies 
making  the  17  categories  of 
goods  selected  by  the  US  for 
penal  tariffs  say  they  are  fac- 
ing financial  problems,  job 
losses  and  factory  closures  if 
the  sanctions  go  ahead. 

Many  are  bemused  by  the 
proposed  US  action,  which  is 
designed  to  force  the  Euro- 
pean Union  to  modify  its 
banana  import  regime  to 
remove  alleged  discrimina- 
tion against  Latin  American 
fruit  distributed  by  Ameri- 
can companies. 

Ernesto  Gismondl,  chief 
executive  of  Artemide,  one 
of  Italy's  leading  light  fitting 
manufacturers,  described 
the  threat  of  sanctions 
against  his  sector  as  “a 
return  to  the  Middle  Ages”. 

Mr  Gismondi  said  he  could 
“understand  and  sympathise 
with  the  US  when  they 
decide  to  Impose  sanctions 
on  the  export  of  Italian  coral 
in  retaliation  for  overfishing 
on  their  fishing  banks,  but 
this  business  over  bananas 
is  totally  incomprehensible. 


Where  we  come  in  Into  all 
this  beats  me." 

While  tbe  punitive  levies 
were  unlikely  to  affect  the 
company's  Italian  and  other 
European  activities,  they 
risked  having  dire  conse- 
quences . for  its  US 
operations.  “Artemide  won't 
close  In  Italy  but  our  US 
company  could  go  bust.  The 
sad  thing  is  that  the  US  mar- 
ket is  growing  and  offers 
good  prospects  after  all  tbe 


(l  would  buy  their 
bananas  myself  if 
they’d  leave  my 
company  alone’ 


effort  we  have  put  in  during 
the  years  when  the  US  mar- 
ket was  not  doing  well." 

Italian  companies  and 
trade  organisations  held  a 
video  conference  10  days  ago 
with  Ralph  Ives,  deputy 
assistant  US  trade  represen- 
tative, to  ask  him  specifi- 
cally why  Italy  would  be  so 
badly  hit. 

“He  told  us  there  were  no 
special  reasons,"  said  a trade 
official.  “Italy  does  not  have 
big  interests  in  the  banana 
trade  and  is  a market  quite 


Open  to  South  American 
products.  But  Mr  Ives  said 
the  US  had  chosen  products 
that  would  not  damage  the 
US  economy." 

Paper  D'Art,  a London 
manufacturer  of  printed 
cards,  is  one  of  many  compa- 
nies that  have  been  shipping 
extra  stock  to  the  US  in 
recent  weeks  to  try  to  beat 
tbe  proposed  sanctions. 

“Our  exports  to  America 
don't  provide  a critical 
amount  of  Income,  but  with 
a doubling  of  the  duties  our 
American  distributor  might 
well  go  out  of  business.  We 
could  lose  him  overnight." 
said  Mark  Everdell,  Joint 
owner. 

Paper  D’Art  and  Paper 
Rose,  a Nottingham-based 
printed  card  exporter,  both 
said  they  were  considering 
licensing  production  in  the 
US  instead  of  exporting.  “I 
would  buy  their  bananas 
myself  if  they’d  leave  my 
company  alone."  said  Mr 
EverdelL 

Thousands  of  jobs  are  at 
risk  in  Belgium,  where  the 
US  action  would  hit  the  bis- 
cuit industry.  “The  peak  sea- 
son of  Christmas  Is  behind, 
but  the  US  challenge  is  a 
threat  for  the  future,”  said 
Bernard  Kreflmann,  general 
manager  of  Delacre  Belgium, 
which  exports  20  per  emit  of 
its  production  to  the  US. 

Some  of  the  deepest  anger 
is  emerging  among  Italian 
and  Scottish  producers  of 
cashmere  sweaters.  George 
Peden.  managing  director  of 


Ballantyne  Cashmere,  Scot- 
land’s biggest  cashmere  pro- 
ducer and  part  of  Dawson 
International,  said  the  sharp 
rise  in  import  duty  was  a 
serious  threat  to  the  compa- 
ny’s shops  in  New  York  and 
Chicago,  which  trade  as 
Cashmere  Cashmere. 
Although  he  had  resched- 
uled orders  for  the  spring 
collection,  the  shops,  which 
obtain  75  per  cent  of  their 
stock  from  Dawson  compa- 
nies in  Scotland,  “could  be 
left  with  empty'  shelves"  for 
the  autumn  collection. 

Italian  trade  officials  said 
the  cashmere  sweater  pro- 
ducers were  already  adapt- 
ing to  declining  demand  in 
Asia,  Russia  and  South 
America. 

The  sanctions  will  also  hit 


European  subsidiaries  of 
Asian  Investors.  Malcolm 
Howes,  sales  director  of 
Yuasa  Battery  UK,  a subsid- 
iary of  the  Japanese  Yuasa 
Corporation,  said  the  sanc- 
tions could  cost  his  company 
mflHcmg  of  pounds. 

Three  years  ago  the  UK 
company,  which  has  a turn- 
over of  £60m  ($S8m),  had  no 
trade  with  the  US  at  alL  But 
exports  have  grown  rapidly 
and  this  year  they  have  US 
orders  for  more  than  lm  bat- 
teries. These  count  for  about 
10  per  cent  of  their  sales. 

“If  these  sanctions 
go  through  then  the  work 
we  have  put  into  creating 
these  exports  will  be  com- 
pletely wrecked,”  said  Mr 
Howes.  “The  sanctions  put 
our  UK  operations  under 


pressure,”  he  said. 

Vince  Bowen,  managing 
director  of  Crabtree  & 
Evelyn,  a UK-based  manu- 
facturer and  distributor  of 
toiletries  and  food,  said  he 
was  unsure  which  of  the 
company's  products  would 
be  bit  by  sanctions,  despite 
being  in  the  US  all  last 
week. 

“If  we  can’t  export  to 
America  then  within  our 
group  we  will  have  to  per- 
form some  balancing  acts.  If 
necessary,  we  will  have  to 
move  our  manufacturing 
from  Wales  to  our  site  in 
America."  he  said.  It's  all  a 
hit  silly." 

Reporting  by  Keoin  Brown, 
Paul  Betts,  James  Buxton, 
Sathnan  Sang  her  a and 
Christophs  Jakubyszyn 


Tourism 


off  Asian 
downturn 


ByBizaMh  RoMnadn 
Ir  London 


World  tourism  continued  to 
grow  last  year  in  spite  of 
Asia's  economic  crisis,-  with 
Wg  increases  to  - visttars  to 
Africa  find  fidirth. Aria  more 
than  offsetting  &. fall  in 
numbers  heading'  to  the 
AsiaJPacffic  region. 

The  2.4  per  cent  Incre&se 
in  - international  tourist 
arrivals  matched  growth  in 
the  previous  year,  according 
to  the  World  Tourism  Organ- 
isation. Receipts  from  tour- 
ists, excluding  air  fares,  also 
rose  by  2 per  cent,  compared 
with  1997  when  receipts 
were  flat 

“Our  results  for  199B  con- 
firm that  people  do  not  stop 
travelling  altogether even 
during  tough' times,”  said 
Francesco  Frangialli,  tbe 
organisation’s  secretary- 
generaL  “It  confirms  that 
tourism  has  becomes  deeply 
rooted  part  of  our  culture." 

Tbe  Asia-Pacific  region 
suffered  tbe  worst  fells,  both 
in  numbers  of  visitors  and  in 
value  of  receipt-  While  visi- 
tor numbers  fell  1.2  par  cent, 
receipts  slid  nearly  4 per 
cent,  or  J2.3bn.  because  of 
continuing  foils  in  local  cur- 
rencies against  . the  US  dol- 
lar. Hardest  bit  wore  Austra- 
lia, Hong-  Kong  and 
Singapore,  although  South 
Korea,  which  the  organisa- 
tion said  turned  itself  into  a 
shoppers’  paradise,  enjoyed 
strong  growth  in  both  visi- 
tors (up  8.7  per  cent)  and. 
receipts  (up  il  per  cent). 

Tbe  impact  of  fewer  intra- 
regional  travellers  was  soft- 
ened by  higher  numbers  of 
Europeans  and  North  Ameri- 
can visitors, . nearly  2m, 
lured  by  cheaper  air  fores 
and  favourable  exchange 
rates.  • 

. Europe  attracted  3 per 
cant  more  visitors  last  year, 
helped  by  the  World  Cup  in 
France  and  Expo  96  in  Portu- 
gaL  Spain  fcpneiraH  the  US 
from  the  world’s  number, 
two  destination,  just  below 
France.  Growth  in  traffic  to 
North  America  slowed  to  1.4 
per  cent  • 


Hungary 
to  award 
power 
contracts 


Hungarian 

Dunamenti  Power,  mfljoms- 
owned  by  Trartebel  of 
glum,  is  fovouritato  win  the 
contract  to.  build  a new 
40QMW  coal -fired  power  sta- 
tion at  a cost  of  $400m- 

Dunamenti,  already  Hun- 
gary’s largest  generating 

company  with  a combined 
capacity  of  almost  2,oooM>». 
is  understood  to  have  outbid 
German  and  US  utilities  in  a 
tender  for  new  generating 
capacity  first  launched  m 
1S97.  The  tender,  controlled 
by  state-owned  electricity 
wholesale  company  MVM. 
was  judged  strictly  on  the 
cost  of  electricity  to  the  grid. 

In  a second  tender  for 
smaller  capacity  power  sta- 
tions up  to  200MW,  MVM  has 
Opted  to  accept  only  two  suc- 
cessful bids.  The  two  front 
runners  are  understood  to  be 
Tisza  Power,  a subsidiary  of 
the  American  utility  AES. 
and  Budapest  Power,  major- 
ity owned  by  a consortium  of 
the  Finnish  utility  Fortum 
Hnrt  the  Japanese  finance 
company  Tomen. 

Budapest  Power  bid  to 
build  a gas-fired  combined 
cycle  plant  in  tbe  capital, 
and  Tisza  for  another  gas 
fired  plant  in  north-east 
Hungary.  Both  units  will  be 
In  the  10QMW-20QMW  range, 
at  a cost  of  up  to  2200m  each. 

Hungarian  government 
representatives  and  MVM 
meet  this  week  to  finalise 
the  decisions.  However,  as 
one  MVM  official  put  it: 
“The  [the  large  capacity  ten- 
der] result  was  already  very 
clear  In  December.  It  is  not 
based  an  gmaii  differences." 

MVM  announced  last  Octo- 
ber that  a total  of  33  bids 
had  been  received  in  both 
tenders,  nine  for  a large 
capacity  unit  above  200MW. 
and  24  for  the  smaller  sta- 
tions. Bids  for  the  larger 
capacity  tender  Included  two 
nuclear  options  from  the 
Hungarian  nuclear  power 
company  Paks  (itself  owned 
by  MVM)  but  these  were 
rejected  last  week  due  to 
incomplete  documentation. 


CONTRACTS  & TENDERS 


AWARD  OF  A CONTRACT 

Due  to  infrastructural  reformations  within  its  Network  Structure  one  of 
the  GSM  operators  in  Turkey,  hereby  wishes  to  announce  that  Its 
existing  with  sensible  price  of  Alcatel  901  Model,  Omni  2-Omni  4 Type 
BTS&BSC  equipments  which  are  currently  off  use  manners  and  the 
majority  under  proper  working  conditions  will  be  subjected  to 
competitive  biding  in  terms  of  the  most  appropriate  proposal. 
Corporations  and/or  Institutions  Interested  in  the  above  mentioned 
equipment  along  with  their  spare  parts  are  invited  to  obtain  details  of 
the  relevant  standard  list  of  conditions  from  the  address  stated  below. 

Corporations  and/or  Institutions  who  are  willing  to  participate  In  the 
competitive  bidding  should  prepare  their  application  proposals  and 
contact  our  representative  person  who  is  mentioned  below  via  the. 
telephone  and  fax  numbers  within  30  calendar  days. 


Contact  person  is : Ms.  Ozden  KIR 
Tel: + 90  212  448  79  02 
Fax -.  + 90  212  448  77  77 
Teisim  Mobil  Teiekominikasyon  Hlzmetieri  A.S. 

Basin  ekspres  yolu  star  sokak  No:2  34540  Ikitelll,  Istanbul/TURKEY 


LEGAL 

NOTICES 


reQVlPCNT  MUTUAL  UNIT  TRUST 
MANAGERS  LIMITED 

GENERAL  ACODfNT  PENSIONS 
MANAGEMENT  LIMITED 
PROVIDENT  MUTUAL  PLAN 
MANAGERS  LIMITED 
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THE  CENTRAL  BANK  OF 
BOSNIA  AND  HERZEGOVINA 
announces  the  international 

COMPETITION 

for  gathering  the  tender  for  auditing  of 
the  Annual  accounts  and  records  of  the 
Central  Bank  of  Bosnia  and  Herzegovina 

1. The  subject  of  the  tender  is  the  auditing  of  the 
Annual  accounts  and  records  of  the  Central  Bank 
of  Bosnia  and  Herzegovina. 

2.  The  tenderer  bas  to  give  two  tenders  for  the 
auditing  of  the  accounts  and  records  of  the  Central 
Bank  of  Bosnia  and  Herzegovina  as  following: 

• one  tender  For  period  of  two  years 
11998  and  1999), 

• another  tender  for  period  of  three  years 
11998, 1999  and  2000). 

3.  Deadline  for  submitting  the  tenders  is  10th  of 
February  1999. 

4.  The  tenders  are  to  be  sent  in  sealed  envelope  and 
marked  “for  competition",  to  the  address  of: 

Centraim  banka  Bosne  i Hercegovine 
ul.  Marsala  Tito  br.  25. 

71  000  Sarajevo 
Bosnia  and  Herzegovina 

5- If  you  require  further  information,  please  contact 
the  Vice-Governor  Mr.  Dragan  Kovacevic  at 
tel.  ++387  71 444-797 


INVITATION  TO  PRE-QUAUFY 
lfflNtSTERlO  DE  ENERCRA  Y MNAS  DEL  GOBtERNO 
DE  LA  REPUBUGA  DE  VENEZUELA 
CADAFE 

BOOT  CONCESSION  FOR  LA  VllELTOSA  HYDROELECTRIC  PROJECT 
COMPLEJO  URBANTE-CAPARO,  VENEZUELA 
The  Venezuelan  Gowrement  has  opened  the  prernMUfication  and  selection 
process  tor  companies  interested  h 9w  BOOT  concession  lor  Ihe  earwruedon 
and  operation  o(  the  La  Vuetosa  hydroelecMc  powar  project,  n tie  granted 
through  die  Ministry  of  Energy  & Mines  and  the  stale-owned  power 
cwporaPcn.  Cadate-  Companies  irtvotved  with  me  devetapmant,  cqnstnjction. 
fabricattonjneialatlon,  testing,  and  operation  of  hyrkoetectrfc  power  plants 
are  ttvtted  to  participate  In  the  biddlng'for  this  BOOT  contract.  The  scope 
of  work  will  include:  construction  at  the  powrtwusa  and  related  electrical 
and  mechanical  worts;  three  hays  for  generation  units,  although  only  two 
wfl  be  consUered  MtiaBy;  procurement  and  nstaBatkm  of  two  Francis-type 
turbines  of  appraxknaiaty  2S7  MW  each;  two  ganwators  of  268  MVA;  and 
an  associated  transmission  system  of  approximately  26  ktiometere. 
the  duration  of  the  oonstiuction  period  Is  m to  40  mortha.^ The  Concession 
period  Is  20  years,  MduAg  construction.  Companies  forested  in  pank$eting 
must  obtain  on  request  In  writing  further  information  for  prequallftcation. 
iyon  payment  of  Bg.  500,000  to  Cadate,  at  any  of  the  fallowing  addresses: 
(1)  Oflrina  de  la  Garenda  de  Uotaaones  y Corttraios.  pise  14.  EdRicio 
Caddo,  avr.  Uc.  Sanz,  El  Maiqu&s.  Caracas,  Venezuela.  Tel.  (582)  2713079 
or  (58Z)  2088438,  Fax  (582)2088598;  or  (2)  DesanoCo  Urfbente-Caparo, 
C A (DESURCA),  Ofidna  Centre)  del  Pro yeeto  Urfcanie-Caparg,  Calls  4 
con  Viaducio  Nuevo,  Las  Acacias,  C.C.  El  Pinar,  Mvel  La  Barmeja,  Ban 
CrisfabaL  Edo.  Tdchira.  Venezuela.  Tel  (5376)  471404  or  (5876)  472821 , 
Fax.  (5876)472173.  The  Prequaifeation  submissions  are  due  in  Spanish 
ffl  the  ebewe  offices  ol  Cedafe  ki  Caracas  by  1400  hr.  (local  time),  Wednesday 
March  3. 1899. 


We  want  your 
business. 


For  more  information  on  Classified  Business  Advertising  in  the  FT 
pteosc  call: 

Tel: +44  171  873  3349  Fax:  -44  171  873  3064 
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Impact  of  competition  on  the  existing  networks;  new 
technologies:  regulation  gate  keepers  and  convergence; 
finance;  and  Interactive  services  amongst  other  topics. 
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Blair  to  back  benefits  of  single  currency 
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India  cuts  te 
food  subs* 

, ••  . *•;  '.-rcH 


By  Robert  Feston, 

Political  Editor 

Tony  Blair,  tbe  prime 
minister,  will  today  back  an 
unambiguous  statement  of 
tiie  benefits  of  the  euro 
when  be  signs  a political 
manifesto  for  June's  Euro- 
pean parliament  elections, 
in  tbe  latest  sign  of  the  UK 
government's  increasingly 
vann  stance  on  the  single 
currency,  Tony  Blair  will  - 
at  a meeting  in  Vienna  of  22 
European  socialist  party 
heads  - endorse  claims  that 
the  euro  should  deliver 


lower  interest  rates  and 
greater  price  stability. 

He  will  also  risk  a back- 
lash from  Eurosceptics  by 
supporting  an  extension  of 
majority  voting  in  European 
Union  decision-making  and 
“better  policy  co-ordination 
to  prevent  harmful  tax  com- 
petition in  the  form  of  unfair 
tax  breaks”. 

Tbe  opposition  Conserva- 
tive party  will  allege  that 
this  is  coded  support  for 
moves  towards  the  contro- 
versial harmonisation  of 
European  taxes.  However, 
Mr  Blair  argues  that  it  is  In 


the  UK's  interests  to  stamp 
out  the  use  of  narrowly 
defined  tax  breaks  favouring 
specific  national  companies 
or  sectors. 

On  tbe  euro,  the  manifesto 
also  says  the  new  currency 
is  likely  to  protect  EU  mem- 
bers against  currency  specu- 
lation. It  cites  benefits  for 
consumers  from  enhanced 
competition. 

"We  commit  ourselves  to 
ensuring  that  the  single  cur- 
rency achieves  a smooth 
Introduction  and  provides 
growth,  employment  and 
stability.”  it  says,  adding 


that  it  is  In  the  interests  of 
all  EU  members  for  the  euro 
to  be  a success. 

The  document  has  to  a 
large  extent  been  drafted  by 
Robin  Cook,  UK  foreign  sec- 
retary, in  the  first  example 
of  a British  politician 
playing  such  an  influential 
role  in  the  creation  of  a pan- 
European  manifesto. 

HIt  Is  a quite  remarkable 
demonstration  that  Britain 
is  in  the  driving  seat  in 
Europe.”  said  one  senior 
minister. 

Mr  Cook  Is  understood  to 
he  particularly  pleased  with 


tbe  section  on  reform  of  the 
Common  Agricultural  Pol- 
icy, which  commits  signato- 
ries - who  include  the  heads 
of  n EU  governments  - to 
improve  the  International 
competitiveness  of  European 
agriculture  and  deliver  bene- 
fits to  consumers. 

However,  Mr  Blair  told  a 
small  meeting  or  backbench 
MPs  in  his  London  office 
yesterday  that  he  was  not 
planning  to  change  his  for- 
mal policy  on  the  single  cur- 
rency of  deferring  UK  partic- 
ipation until  after  the  next 
genera]  election. 


Bets  focus  on  2002  as  euro  date  of  destiny 

US  bank’s  London  analysts  say  sterling  may  already  be  affected  by  expectations  of  deal,  Alan  Beattie  writes 
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There  is  a growing  expec- 
tation in  the  City  of  Lon- 
don that  tbe  UK  govern- 
ment will  adopt  the  euro  in 
2002,  possibly  at  a rate  of 
£0.72  (S1.1S).  Currency  ana- 
lysts at  the  US  bank  JJ ». 
Morgan  in  London  say  that 
if  the  market  believes  that 
the  UK  wiD  sign  up  to  the 
euro  in  2002.  it  could  be  hold- 
ing tbe  value  of  sterling  up 
now.  They  calculate  that  if 
the  pound  enters  monetary 
union  at  a rate  of  around 
£0.72  to  the  euro  (equivalent 
to  DM2.72),  sterling  will  be 
held  in  a range  of  £0.695- 
£0.705  (DM2.7S-2J31)  against 
the  euro  in  the  short  term, 
^depending  on  how  quickly 
interest  rates  in  tbe  UK  and 
the  euro-zone  converge. 

They  further  estimate, 
based  on  the  difference 
between  long-term  interest 
rates  in  the  UK  and  the  euro- 
zone, that  the  market  cur- 
rently estimates  a 73  per 
cent  chance  of  the  UK  join- 
ing by  2002  - up  from  just 
over  50  per  cent  at  the  begin- 
ning of  1999. 

Deutsche  Bank,  whose 
staff  make  a similar  calcula- 
tion based  on  options  prices, 
also  reckon  the  market 
believes  the  UK  is  more 
likely  than  not  to  join  by 
2002,  and  that  the  probabil- 
ity has  risen  since  before  the 
euro's  launch.  But  why 
should  £0.72  be  treated  as 
the  likely  level  for  sterling’s 
entry?  “It  is  based  on  the 
level  most  often  quoted  as  a 
possible  entry  rate,  not  least 
by  government  officials.” 
JJP.  Morgan  says. 

The  £0.72  value  is  also 
close  to  sterling's  average 
over  the  past  few  years, 
which  is  one  of  the  reasons 
it  may  be  adopted.  But  this 
level  may  have  been,  much 


Will  staffing  comply  with  exporters’  wishes? 
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‘Soft  landing’  will  require  rate  cuts,  warns  institute 


The  UK  economy  wiU 
achieve  a soft  landing, 
avoiding  recession  despite  a 
projected  slowdown  in 
growth  this  year,  says  the 
National  Institute  of 
Economic  and  Social 
Research  in  a report 
published  today, 
Christopher  Adams  writes. 

However,  further  interest 
rate  cuts  will  be  needed  to 


stimulate  domestic  demand, 
the  institute  warns.  With 
inflation  likely  to  fall  below 
the  government's  target  this 
year,  there  should  be  room 
for  a continued  relaxation  of 
monetary  policy. 

By  the  end  of  2001,  the 
report  says,  interest  rates 
will  have  fallen  to  below  4 
per  cant,  their  lowest  level 
for  almost  half  a century. 


The  institute's  projection  for 
economic  growth  of  1 per 
cent.this  year  is  identical  to 
that  made  by  Gordon 
Brown,  chancellor  of  the 
exchequer,  who  announced 
yesterday  that  his  national 
Budget  measures  would  be 
disclosed  on  March  9. 


higher  than  warranted  by 
economic  fundamentals,  for 
rather  ironic  reasons. 

Sterling  surged  by  over  30 
per  cent  against  European 
currencies  in  tbe  two  years 
after  August  1996.  And 
despite  falling  in  late  1999.  it 
has  held  on  to  the  bulk  of 
these  gains. 

Despite  the  complaints  of 
many  industrialists,  who  put 
the  blame  firmly  on  the 
Bank  of  England,  the  arith- 


metic shows  that  only  a 
small  part  of  this  rise  was 
directly  caused  by  tighter 
monetary  policy.  Calcula- 
tions by  the  Bank  of 
England,  tbe  UK  central 
hank,  show  that  only  a tenth 
of  that-  rise  could  be 
explained  by  expectations  of 
higher  interest  rates  in  the 
UK.  The  remainder,  many 
have  suggested,  could  have 
been  linked  to  the  UK’s  deci- 
sion to  stay  out  of  the  first 


wave  of  monetary  union. 

The  immense  uncertain- 
ties of  monetary  union 
meant  that  in  the  run-up  to 
the  launch,  the  euro-zone 
currencies  were  all  subject 
to  tbe  same  risk:  that  the 
project  would  collapse.  So 
investors  may  have  switched 
into  sterling  assets  to  bal- 
ance the  risks  to  their  port- 
folios. 

This  raises  the  possibility 
that  sterling  could  enter 


monetary  union  in  the  sec- 
ond wave  at  a rate  artifi- 
cially inflated  because  it 
failed  to  Join  in  the  first. 

Simou  Wren-Lewis  and 
Rebecca  Driver  of  Exeter 
University  last  year  esti- 
mated the  medium-term  sus- 
tainable rate  for  sterling. 
The  pound’s  fair  value  was 
between  DM2. 10-2.50,  they 
said.  As  the  equivalent  of 
£0.93-£0.7B  against  the  euro, 
this  is  much  lower  than  the 
market  appears  to  see  as  the 
actual  conversion  rate. 

AH  of  this  could  prove  a 
mixed  blessing  for  British 
exporters,  who  welcome  the 
softening  in  the  pound, 
which  has  fallen  steadily 
from  the  late  summer  of  1998 
onwards.  Many  may  envi- 
ously be  eyeing  the  euro- 
zone's 3 per  cent  interest 
rate  and  waiting  for  the 
moment  when  they  can  join. 
But  if  it  becomes  clear  that 
the  exchange  rate  for  entry 
will  be  much  higher  than 
they  are  used  to.  and  that 
they  will  continue  to  suffer 
from  a strong  pound  on  the 
way  in.  their  fragile  confi- 
dence - and  their  support 
for  the  whole  euro  project  - 
may  begin  to  wither. 

The  official  decision  on 
sterling’s  joining  rate  will  be 
made  by  Ecofin,  the  commit- 
tee of  European  Union 
finance  ministers,  after 
recommendation  from  the 
European  Commission  and 
consultation  with  the  Euro- 
pean Central  Bank.  Many 
Ecofin  members  may  want 
sterling  to  join  at  as  high  a 
level  as  possible  to  stop  the 
UK  gaining  a competitive 
advantage,  and  can  take  the 
pound’s  level  at  the  time  as 
a starting  point 
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EU  aid  to 
poorest 
nations  ‘a 
scandal9 


By  Andrew  Parker, 
Political  Correspondent 


The  European 

Commission’s  decision  not 
to  focus  development  aid 
on  the  world’s  poorest 
countries  has  been  con-, 
demned  as  a “scandal"  by 
MPs  in  a report  issued 
today. 

The  report  by  tbe  inter- 
national development  com- 
mittee of  the  House  of 
Commons,  the  lower  house 
of  parliament,  highlights 
how  in  1996-37,  none  of  the 
top  seven  recipients  of 
European  Union  aid  was  a 
"low-income”  country. 
Only  two  of  the  top  10  were 
“least-developed  coun- 
tries”. 

“The  current  external 
action  policy  of  the  [EU]  is 
to  give  more  to  the  better 
off  and  less  to  the  poor.” 
the  report  says.  "Recent 
fraud  allegations  have 
undermined  the  reputation 
of  the  [EUJ.-.This  report 
tells  the  story  of  an  exter- 
nal assistance  budget  unfo- 
cused, un co-ordinated,  inef- 
fectively implemented,  and, 
to  use  the  words  of  Clare 
Short  [chief  UK  interna- 
tional development  minis- 
ter! 'skewed  quite  dread- 
fully against  the  poorest’.” 

The  report  says  an  EU 
plan  outlining  how  the  aid 
will  be  spent  in  the  next 
seven  years  shows  “an 
unacceptable  neglect  of  the 
needs  of  the  poorest  coun- 
tries of  the  world”.  The 
ElTs  main  aid  budget  was 
worth  £4.4bn  (*7,2bn)  in 
1999.  Spending  proposals 
are  forwarded  by  the  com- 
mission for  approval  by  the 
council  of  ministers  and 
European  parliament. 

The  EU  is  the  fifth  larg- 
est donor  of  development 
assistance,  and  the  second 
largest  multilateral  donor. 
The  UK  Department  for 
International  Development 
passes  £783m,  or  30  per 
cent  of  its  budget,  to  the 
EU  for  project  funding. 


CONSUMER  PROTECTION  WATCHDOG  ATTACKS  CONDITIONS  LISTED  IN  SMALL  PRINT 

Airline  ticket  clauses  ‘unfair’ 


By  ABchael  Sfcapfnker, 

Aerospace  Correspondent 

The  aviation  industry's 
consumer  watchdog  has 
complained  to  tbe  Office  of 
Ffdr  Trading  that  the  small 
print  in  airline  tickets  is 
unfair  to  travellers  and  con- 
trary to  European  Union 
law. 

The  Air  Transport  Users’ 
Council  said  it  objected  to 
airlines'  insistence,  for 
example,  that  passengers 
had  to  reach  check-in  desks 
in  time,  even  though  carriers 
were  responsible  for  the 
length  of  the  queues. 

The  council,  set  up  by  the 
Civil  Aviation  Authority  25 
years  ago  to  protect  passen- 
gers, said  another  clause  in 
tickets  allowed  airlines  to 
limit  their  liability  for  can- 
celled flights  to  the  cost  of 
the  fare. 

Ism  Hamer,  the  council’s 
chairman,  said:  “It  is  not 


acceptable  that  airlines 
should  be  selling  tickets 
under  contractual  terms  that 
were  first  drafted  50  years 
ago  and  are  heavily  biased 
against  the  consumer.” 

Passengers  bad  no  guaran- 
tee they  would  fly  with  the 
airline  shown  on  the  ticket 
Under  Increasingly  common 
code-share  agreements,  air- 
lines sold  seats  on  each  oth- 
er's flights.  If  there  were 
problems,  passengers  had  no 
redress  against  the  airline 
from  which  they  bought 
their  tickets. 

Mr  Hamer  said:  “In  addi- 
tion to  these  gross  inequi- 
ties, the  devil  is  in  the  small 
print  Nearly  every  clause  in 
the  contract  provides  the  air- 
lines with  another  get-out 
and  imposes  a new  obliga- 
tion on  the  passenger.” 

The  council  said  it  had 
complained  to  the  OFT  spe- 
cifically about  British  Air- 
ways and  Air  France.  But  it 


said  It  had  chosen  the  two  as 
examples.  Its  complaint  was 
against  the  entire  industry. 
Most  airlines  based  their 
conditions  of  carriage  on  a 
model  recommended  by  the 
International  Air  Transport 
Association. 

Mr  Hamer  said  tbe  council 
had  complained  to  the  OFT 
alter  negotiations  with  the 
airlines  failed.  It  bad  also 
taken  its  complaints  to  Brus- 
sels, arguing  that  the  condi- 
tions of  carriage  in  airline 
tickets  contravened  an  EU 
consumer  protection  direc- 
tive. But  the  European.  Com- 
mission said  initial  com- 
plaints had  to  be  made  to 
national  competition  author- 
ities. 

BA  said:  “These  are  stan- 
dard airline  Industry  condi- 
tions of  carriage  which  are 
used  by  virtually  all  airlines 
around  the'  world.” 

• Delays  in  modernising 
immigration  records  are 


causing  a long  backlog  of 
applications  from  business- 
people  wishing  to  travel  to 
and  from  the  UK,  lawyers 
claimed  yesterday.  Simon 
Buckby  writes.  The  Home 
Office  has  accepted  there 
will  be  “considerable 
upheaval"  for  some  weeks 
while  immigration  offices  in 
Croydon,  south  London,  are 
modernised. 

Lawyers  representing  busi- 
ness executives  said  the 
delays  were  "totally  unac- 
ceptable", resulting  in  a sys- 
tem “worse  than  a Third 
World  country".  Julia 
Onslow-Cole,  partner  with 
Cameron  McKenna,  which 
represents  a number  of  high 
profile  businessmen  and 
investors  to  the  UK,  said  the 
immigration  directorate  bad 
in  effect  shut  down  for  three 
months  and  had  withdrawn 
the  Cast-track  service  for  law- 
yers representing  business- 
people. 


Pension  funds 
shift  purchases 


By  Jane  Martinson, 
Investment  Carrespoodent 


UK  pension  funds  bought 
more  equities  from  continen- 
tal Europe  last  year  than 
from  any  other  region.  Inten- 
sifying a trend  that  has  seen 
the  average  UK  fund  more 
than  double  its  bolding  in 
Europe  since  1990. 

The  average  pooled  pen- 
sion fUnd  studied  by  Caps, 
the  fund  measurement  com- 
pany, Invested  roughly  twice 
as  much  in  the  continent  as 
it  did  in  US  equities  last 
year,  a position  that  reverses 
the  relative  weightings  of 
the  areas  in  the  FT/S&P-A 
World  ex-UK  index. 

The  "TiTf'ial  survey  of  flag- 
ship funds  managing  more 
than  £129bn  ($2l3bn)  con- 
flnned  the  trend  for  the  four 
largest  UK  pension  fund 
managers  to  underperform 
their  peers.  • 

Schraders  and,  Phillips  & 


Drew,  the  UK’s  second  and 
third  largest  pension  fund 
managers  respectively, 
ranked  in  the  10  bottom 
funds  out  of  64  measured 
last  year.  Significantly,  both 
fared  badly  over  the  all- 
important  three-year  period. 

Gartmore  and  Mercury 
Asset  Management  also 
underperformed  the  median 
last  year,  the  former  suffer- 
ing from  longer  term  prob- 
lems. Only  Morgan  Grenfell 
of  the  UK’s  largest  fund 
managers  beat  Its  peers. 

Active  managers  have  con- 
tinued to  underperform  the 
index  slightly  in  the  UK  and 
significantly  in  the  overseas 
markets.  The  median  over- 
seas fund  return  was  17.7  per 
cent,  compared  with  22  per 
cent  for  the  FT/S&P-A  World 
ex-UK  index,  largely  because 
of  the  continued  success  of 
the  US  market 
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Executives  and 
firms  are  fined 


By  Clay  Harris, 

Banking  Correspondent 


Two  funds  sold  to  wealthy 
investors  outside  tbe  UK  had 
performance  records  falsely 
inflated  by  the  inclusion  of 
commission  rebates  and  the 
transfer  of  money  belonging 
to  the  children  of  one  of  the 
managers,  UK  regulators 
said  yesterday. 

After  their  first  joint 
investigation,  the  Invest- 
ment Management  Regula- 
tory Organisation  Omro)  and 
the  Securities  and  Futures 
Authority  disciplined  and 
fined  two  firms.  Global  Port- 
folio Management  and 
Financial  Trading  and  Con- 
sultancy, and  two  execu- 
tives, Edgar  James  Swaab, 
formerly  managing  director 
of  both  firms,  and  Roy  Dins- 
dale,  a derivatives  trader  at 
FTC.' 

Imro  fined  GPM  £75,000 
($123,750)  and  suspended  Mr 


Swaab  as  a registered  indi- 
vidual for  .three  years.  PTC 
was  reprimanded  and  fined 
£75,000  by  SFA.  which  also 
fined  Mr  Swaab  £50,000, 
severely  reprimanded  him. 
expelled  him  from  its  regis- 
ter of  senior  executive  offi- 
cers far  four  years  and 
suspended  him  from  the  reg- 
ister of  executive  directors 
for  two  years.  Mr  Dinsdale 
was  reprimanded  and  fined 
£7.500. 

GPM.  which  no  longer  con- 
ducts investment  business, 
formerly  managed  the  Penta 
1 and  Penta  Europe  funds. 
The  funds’  strategy  involved 
writing  options  and  hedging 
those  positions  with  the 
intention  of  preserving  mar- 
ket neutrality. 

But  tbe  regulators  found 
that  when  the  funds  were 
performing  poorly  in  late 
1996,  commissions  were 
rebated  but  shown  as  foreign 
exchange  transactions. 


His  caution  prompted  a 
spectacular  diatribe  from 
Michael  Heseltine.  the  for- 
mer Conservative  deputy 
prime  minister  and  party 
grandee,  who  accused  Mr 
Blair  of  being  “weak  over 
the  overarching  issue  of  our 
time". 

A pro- European  dissident 
within  tbe  increasingly 
Eurosceptic  Conservative 
party,  Mr  Heseltine  told  the 
Financial  Times  he  would 
not  take  the  lead  in  a pro 
Euro  campaign  until  the 
prime  minister  had  come  off 
the  fence. 


Brussels 

steel 

proposal 

attacked 


By  Kevin  Brown, 

Industry  Editor 

A proposed  European  Union 
directive  intended  to  force 
member  states  to  recycle  old 
vehicles  Is  likely  to  lead  to 
job  losses,  atmospheric  dam- 
age and  piles  of  scrapped 
cars,  a group  of  70  members 
or  Britain's  House  of  Com- 
mons has  warned  the  Euro- 
pean parliament 

The  move  by  the  tbe  steel 
group  of  Labour  MPs  reflects 
growing  UK  concern  about 
the  End  of  Vehicle  Life  direc- 
tive, which  will  be  consid- 
ered by  the  European  parlia- 
ment’s environment 
committee  ou  Monday. 

British  Steel  says  the  pro- 
visions would  jeopardise 
hundreds  of  jobs  at  its  Roth- 
erham engineering  steels 
plant  in  northern  England, 
which  makes  more  than  a 
third  of  the  leaded  machin- 
ing steel  produced  in  the  EU. 

UK  ministers  believe  they 
have  support  in  Europe’s 
Council  of  Ministers  for  the 
view  that  rules  forcing 
vehicle  makers  to  stop  put- 
ting small  amounts  of  lead 
In  steel  to  make  it  easier  to 
machine  are  environmen- 
tally unjustified. 

Ministers  also  believe  it  is 
likely  that  the  directive  will 
be  dealt  with  under  the  new 
co-decision  procedure 
included  in  the  Amsterdam 
treaty,  which  means  that  the 
European  parliament  will 
have  to  agree  to  any  amend- 
ment allowing  leaded  steel 
use  to  continue. 

Denis  MacShane,  chair- 
man or  the  steel  group,  said 
the  directive  was  counter- 
productive because  machin- 
ing unleaded  steel  required 
more  energy,  and  existing 
cars  would  be  banned  from 
recycling  centres  because  of 
their  lead  content.  “What 
started  life  as  a response  to 
the  accepted  view  that  lead 
should  be  removed  from  the 
industrial  process  has 
caused  unintended  conse- 
quences threatening  far 
more  damage  to  the  environ- 
ment,” he  said. 


NEWS  DIGEST 

SPORTS  CARS 


Proton’s  Lotus  offshoot  to 
boost  output  of  Elise 

The  Lotus  sports  car  offshoot  of  the  Proton  vehicles  group 
of  Malaysia  is  to  increase  production  of  its  EBse  sports  car 
to  3,000  a year,  almost  four  times  the  level  envisaged 
when  the  car  was  launched  three  years  ago. 

The  company  has  also  announced  that  a new  unit,  Lotus 
Body  Engineering,  has  been  formed  following  Lotus's  pur- 
chase, for  an  undisclosed  sum,  of  the  assets  of  MGA 
Developments,  an  automotive  and  aerospace  engineering 
consultancy  which  went  into  receivership  last  October. 
MGA's  customers  had  included  the  Rolls-Royce  car  com- 
pany, Boeing  and  Sitorski.  About  50  per  cent  of  Lotus's 
turnover  of  more  than  £100m  (Si  65m)  fs  derived  from 
engineering  consultancy.  John  Griffiths,  London 

NEW  EMPLOYEE  RIGHTS 

Law  heralds  historic  change 

Millions  of  workers  wiH  be 
given  new  rights,  including 
extra  maternity  leave  and 
time  off  for  family  emergen- 
cies under  labour  legislation 
yesterday  that  will  move  the 
UK  closer  to  continental 
European  employment  prac- 
tice. The  new  law  aims  at 
an  historic  change  in  UK 
employment  relations,  wid- 
ening a legal  framework  of 
individual  worker  rights  and 
creating  legally  enforceable 
workplace  minimum  stan- 
dards. Proposals  include  the 
right  to  take  unpaid  time  off 
work  to  deal  with  “domestic 
emergencies";  the  right  to 
40  weeks'  maternity  leave 
after  one  year  rather  than 
two  as  at  present;  an  increase  in  maternity  leave  for  all 
employees  from  12  to  18  weeks  from  the  first  day  of 
employment;  banning  the  use  of  employer  blacklists  of 
workers  who  are  trade  unionists;  and  extending  legal  rights 
to  part-time  workers  enjoyed  by  those  in  foil-time  employ- 
ment. The  bill  also  provides  trade  unions  with  an  opportu- 
nity to  grow  after  eighteen  years  of 
decline.  Robert  Taylor,  London 

GAMBUNG  SOFTWARE  FRAUD 
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Director  banned  for  13  years 

A seller  of  computer  software  which  “guaranteed”  success 
when  betting  on  horse-racing  and  pools  (gambling  on  the 
results  of  soccer  matches)  has  been  banned  from  being  a 
company  director  for  13  years. 

The  disqualification  order  against  Kevin  John  Robinson, 
an  Australian  citizen  of  Benowa  Waters,  Queensland,  is 
only  two  years  short  of  the  UK  maximum  period  allowed 
for  'unfit  conduct”.  Mr  Robinson's  company,  Comstrad, 
sold  £4.5m  ($7.4m)  of  software  to  at  least  2,000  people, 
according  to  the  UK  government  Comstrad  said  it  would 
reimburse  the  first  £500  of  any  customer’s  losses.  It  was 
wound  up  by  a London  court  in  1996  with  debts  of 
£457,233  excluding  claims  from  customers.  The  court 
found  Comstrad  had  carried  on  its  business  by  conducting 
a serious  fraud  on  the  public.  Clay  Harris,  London 


RESIDENTIAL  PROPERTY 


Rental  investment  scheme 

Schroders,  the  UK-based  investment  bank,  and  property 
consultants  FPDSavflts,  are  discussing  the  launch  of  a unit 
trust  structure  for  institutional  investment  in  rented  resi- 
dential property  aimed  at  raising  up  to  £500m  ($82 5m) 
over  the  next  three  years.  The  talks  underscore  the  failure 
of  the  government's  own  Housing  Investment  Trust  legisla- 
tion to  encourage  investment  in  private  rental  housing, 
amid  forecasts  of  surging  demand  for  that  type  of  accom- 
modation. Currently,  only  10  per  cent  of  the  UK's  residen- 
tial accommodation  is  private  rental  housing,  and  most  of 
that  is  owned  by  small  landlords  who  cannot  manage  large 
estates  efficiently.  Norma  Cohen,  London 


PRE-QUALIFICATION  CONTEST 


EVALUATION  STUDIES  OF  ENTERPRISES 
IN  THE  PUBLIC  SECTOR  AND 
TECHNICAL  ASSISTANCE  IN  PRIVATIZATION 
OPERATIONS 


It  is  open,  for  a period  of  45  days,  the  pre- 
qualification contest  of  entities  willing  to  perform 
evaluation  studies  of  enterprises  in  the  public  sector, 
and  to  give  technical  assistance  in  the  privatization 
operations  to  be  held  in  Portugal. 

The  provisions  which  regulate  the  contest  were 
approved  by  the  regulation  number  664/99  (2nd 
Series),  of  the  Chancellor  of  the  Exchequer,  of 
98.12.29,  published  in  the  official  newspaper,  11 
Series,  number  12,  of  99.01.15,  pages  542  to  544. 

The  people  concerned  must  present,  according  to 
the  situation,  the  applications  or  the  declarations 
mentioned  in  item  2.1  of  the  aforesaid  regulation, 
until  17H  of  the  99.03.01,  at  the  “Inspecgao-Geral  de 
Finangas”  - Rua  Angelina  Vidal,  41. 1199-005  Lisboa 
Codex”.  The  applications/declarations  can  be  sent  by 
mail,  within  the  terms  stated  in  the  respective 
provisions. 

Any  question  concerning  these  procedures  must 
be  presented  to  the  Commission,  by  writing,  at  the 
address  above-mentioned,  or  by  the  Fax  number 
351/1/813  8742,  till  the  99.02.15. 
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RICHARD  DONKIN 


Search  for  happiness 


Seiying  your  employees  might  be  more 
satisfying  than  pursuing'  your  ambitions 


Ohe  of  my  favourite  books  is 
jAiMren's  story  called  The 
Trip  to  Panama  by  Janosch, 
the  Pseudonym  of  Horst  . 
Eckert,  the  German 
flfrsfcrator.  It  is  a story  about 
two  animal  Wends  who  live 
m a bouse  by  a river.  They 
are  reasonably  happy  but 
share  a belief  that 
8omewhere  else  life  might  be 
so  much  better.  One  day 
they  find  an  old  banana 
crate  floating  past  their 
Barden.  On  the  side  it  says 
“Panama". 

Without  knowing  anything 
about  the  place,  they  decide 
that  Panama  is  the  “land  of 
our  dreams"  and  set  off  to 
find  it  On  the  way  they 
meet  and  befriend  other 
animals.  All  mm  nntrnnnpri 
by  this  magira]  place  called 

Panama 

After  what  seems  like 
endless  days  of  wandering 
the  Wends  come  upon  a 
house.  ft  looks  perfect  and 
they  conclude  that  this 
really  must  be  Panama. 

They  settle  there,  blissfully 
happy  that  they  have  found 
the  land  of  their  dreams.  It 
is  their  old  house,  of  course. 

It  sometimes  seems  to  me 
that  we  are  all  in  search  of 


Panama,  chafing  something 
undfifinahle  that  if  we  stop 
and  look  around  us,  we  may 
discover  has  been  there  all 
along.  Perhaps  the  journey 
is  an  essential  part  of  this 
self-discovery.  In  Robert 
Frost’s  poem.  Directive,  he 
wrote  of  being  “lost  enough 
to  find  yourself. 

Maybe  Janosch's  story  Is  a 
milder  variation  of  The 
Wizard  ofOz,  exploring  ideas 
of  self-discovery  without  the 
harsher  experiences  of 
Dorothy  and  her 
companions:  or  maybe  it  is  a 
simple  explanation  of 
Maslow’s  hierarchy  of  needs. 
Finding  the  land  of  your 
dreams  could  be  the 
equivalent  of  striving 
towards  what  the 
management  writer 
Abraham  Maslow  called 
self-actualisation  - fulfHUng 
your  potential  or  doing  what 
you  know  you  must  do.* 

Some  of  these  thoughts 
were  inspired  partly  from 
reading  a collection  of  essays 
by  Robert  Greenleaf**  - 
recently  re-published  in  the 
US  - and  partly  from  a 
meeting  with  Mark  Dixon, 
chairman  of  Regus,  the 
business-centre  company. 


RECRUITMENT 


Greenleaf,  a former 
research  manager  at  AT&T, 
madp  a name  for  himself  in 
later  life  expounding  his 
concept  of  the  servant 
leader,  me  idea  was  that 
true  leadership  could  be 
found  through  service.  I did 
not  fully  understand  his 
meaning  in  a corporate 
sense  before  speaking  with 
Mr  Dixon,  who  bas  scene 
refreshing  views  on 
conventional  leadership. 
“There  is  no  hierarchy  in 
this  company,"  be  says.  He 
sees  himself  at  the  bottom  of 
the  organisation,  instilling 
his  own  vision  into  the 
company’s  employees  - 

Mr  Dixon  has  a very  clear 
idea  of  the  direction  mid 
aims  of  his  business.  He  sees 
it  not  simply  as  a profitable 
enterprise  but  as  a service 
that  will  help  to  change  the 
way  that  people  work. 

A large  infrastructure  of 
office  space  with  support 
staff  and  technology,  he 
argues,  could  herald  a return 
to  the  values  of  the 
community,  allowing  people 
to  work  near  their  homes. 
"When  employing  someone 
in  five  year's  time,  they'll 
say  ‘what’s  the  salary, 
what 'a  the  benefits,  and  can 
I have  an  office  down  the 
road’.  They  win  not  assume 


there  is  an  office  at 
headquarters.  This  is  a 

fnmrlamawtnl  chi  ft  in 

thinking.  People  will  not 
want  to  waste  two  hours  in 
traffic  every  day." 

But  it  is  Mr  Dixon's 
pragmatic  approach  to 
leadership  that  is  most 
striking.  It  is  not  seeking 
power  but  information, 
primarily  in  one  direction  - 
what  do  people  need  and 
how  can  I provide  it?  Surely 
this  is  true  servant 


Greenleaf  was  also 
attracted  to  the  moral  - 
dimension  of  leadership,  the 
idea  of  self-fulfilment  in 
providing  a service  to 
society.  Again  this  seems 
evident  In  the  Regus 
concept 

One  of  Greenleaf  s most 

important  observations, 

however,  is  that  you  need 
not  be  a business  leader,  or 
indeed  any  kind  of  titular 
leader,  to  provide  this  kind  . 
of  leadership.  This  was  a 
theme  explored  by  Elwyn 
Brooks  White,  an  American 
essayist,  again  in  a 
children's  story,  this  time 
about  a mouse  called  Stuart 
little.  White’s  story,  about 
the  mouse's  search  for  a bird 
called  Margslo.  which 
embodied  his  ideal  of  beauty 
and  goodness,  ends 
inconclusively-  The  reader 
does  not  know  whether  the 
mouse  ever  finds  the  bird. 

White  explains  that  Stuart 
Little’s  journey  is  symbolic 
of  that  made  by  many 
people,  seeking  something 
that  is  “perfect  and 
unattainable". 

"Much  of  life  is  questing 
and  searching,”  wrote  White, 


“Whether  be  ever  found  her 
(the  bird]  or  not,  or  whether 
he  got  home  or  not.  Is  less  - 
important  than  the 
adventure  itself"  Janosch's 
characters  do  indeed  find  the 
land  of  their  dreams.  It 
matters  not  that  they  ended 
where  they  started,  that  the 
grass,  in  fact,  was  greener 
on  their  side  of  the  fence. 

These  are  cautionary  tales 
for  the  ambitious, 
particularly  in  these  days  at 
flatter  structures.  They  also 
expose  the  nonsense  of 
“managing  expectations” 
among  employees,  an 
approach  that  smacks 
of  institutionalised 


To  do  some 
idiotic  job  very 
well  is  not  real 
achievement1 


wing-clipping.  People  need  to 
pursue  their  dream  but  it 
helps  if  they  can  celebrate 
some  triumphs  on  the  way. 
These  might  manifest 
themselves  as  personal 
insights  - a realisation  that 
a particular  moment  in  your 
life  is  as  good  as  it  gets. 

Such  an  experience  might 
occur  while  looking  at  the 
garden,  enjoying  a game 
with  the  family  or  walking 
along  a beach.  The  point  is 
to  recognise  the  moment  for 
what  it  is  - one  of  life's 
pinnacles.  Enjoy  it,  then 
move  on.  Sadly,  such 
episodes  are  easily  eclipsed 
in  the  pursuit  of  ambition. 

This  is  not  to  say  that  It  is 


wrong  to  pmsuesdme  desire' 
or  ambition.  Greenleaf . 
identified  seeking 
quality  as  a significant 
driving  force  among  Quaker 
industrialists.  - 

The  Religious  Society  of 
Friends  originated  among  a 
group  of  people,  previously 
described  as  "seekers",  who  ' 
were  looking  for  some 
vision.  The  social  impact  of 

their  hngmpyj  ptfrin  that 

recognised  the  needs  and 
aspirations  of  employees 
proved  a powerful  Influence 
In  both  the  UK  and  the  US 
during  the  16th  century. 

Greenleaf  suggested  that 
the  Quakers  lost  their 
momentum  when  they 
arrived;'  when  their  ' 

movement  became  a chtmch. 

Another  point  stressed  by 
both  Greenleaf  and  Maslow 
is  that  the  journey  most 
have  some  meaning.  Work  - 
for  woris'B  sake  was  never 
part  of  the  rationale  behind 
either  servant  leadership  or 
self-actnalisation.  On  the 
contrary  Maslow  argued  that 
"TO  do  some  idiotic  job  very 
weU  is  certainly  not  real 
achievement.” 

The  vogue  for 
re-publishing  the  works  of 
management  thinkers  like 
Maslow  and  Greenleaf  has 
much  merit  Unfortunately  it 
has  not  spread  to  children's 
books.  The  Trip  to  Panama 
is  out  of  print 

* Maslow  on  Management,  by 
Abraham  Maslow,  John 
Wiley  & Sons  $24.95 
**The  Power  of  Servant 
Leadership,  by  Robert  a' 
Greenleaf,  is  published  by 
Barrett  Koehler,  S17.95. 
riduxnLdonktn@ftcom 


WORKING  BRIEFS 


Useful  tips 
on  howto 
manage  your 
colleagues 

How  do  you  handle  8 - 
promotion  thatmakes  you 
'the  boss  over  your 

colleagues?  High  Flying , a 

new  book  from  The 
Industrial  Society,  provides 
some  useful  tips.  Debra 
Allcock,  its  author  and  the  . 

society’s  campaign 
manager,  recalls  the 
difficulties  she  experienced 
when  promoted  to  her  first 
management  role.  • • 

Had  she  been  given  any 
prior  training  or  insight  into 
the  do's  and  donts  of  such 
transitions,"  she  says,  she . 
might  have  avoided 
behaving  ifre  Genghis  Khan. 
Among  the  “do’s"  are  to 
admit  your  mistakes.  The 
“donts"  include  this 
valuable  piece  of  advice: 
don't  take  the  best  desk/ 
seat/equipment  for  yourself. 
The  book  costs  £10.99. 

+ 441214103040 

Less  schmoozing 

Night  working  in  the  US  has 
fallen  sharply  since  the 
1970s  according  tb  a study 
by  Dan  Hamermesh, 
professor  of  economics  at 
the  University  of  Texas  in 
Austin,  published  ai 
the  January  issue  of 


the  Economic  Journal-  • 
But  white  fewer  people  are 
working  at  night,  ™ny 
people,  he  says,  are 
5the  beginning  and  end  ot ; 
the  day.  The  expansion  a . 
these  working  periods,  he 
notes,  meats  that  fewer 

people  are  working  attne 

same  time,  reducing  the 
opportunities  for  social 

interaction  or  what  Prof 
Hamermesh  prefers  to  can 

“schmoozing”  - 
You  need  only  read  the 
expanding- lonely  hearts 
columns  to  appreciate  the 
decline  of  the  schmooze. 

The  result,  be  argues,  e a 
poorer  society  for  every onp. 
Dan  Hamermesh,  e-ma7: 
hmrermes@eco.  utexas-  eau 

Merger  fall-out 

Challenger  Gray  & 

Christmas,  the  US 
outplacement  firm,  recently 
calculated  one  in  nine  job 
cuts  in  1998  resulted  from  a 
merger  or  acquisition. 

The  same  ratio  of  jobless 

managers  and  executives. 

say  the  company,  started 
their  own  businesses  in  the 
fourth  quarter  of  1998.  The 
-strength  of  this  start-up 
activity,  contrasted  with  the 
employee  fali-out  from 
company  mergers,  helps  to 
Olustrate  the  scale  of  the 
structural  changes  in 
business  across  the  US 
economy. 

John  Challenger,  001  312 
332  5790 
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BANKING  FINANCE  & GENERAL  APPOINTMENTS 


High  Profile  Compliance  Roles  within  this 
Dynamic  Financial  Services  Group 


HALIFAX 


The  Halifax  Group  Is  currently  undergoing  a period  of  significant  growth  and  expansion.  It  sees  the  dDIgent  management  of  regulatory  risk  as  making  an  Integral  contribution  towards. the  success  of  the  company’s  overall 
business  strategy,  ft  to  now  looking  for  two  experienced  and  talented  regulatory  professionals  to  report  to  the  General  Manager,  Regulatory  Risk- 


Head  of  International  Regulatory  Affairs 

Responsibilities  will  include: 

♦ Helping  the  businesses  of  the  Halifax  Group  to  manage  the  expectations  of  the  relevant  regulatory 
authorities  in  Europe  and  overseas. 

♦ Promoting  the  Group’s  interests  with  overseas  regulatory  bodies  and  becoming  an  antenna  of  likely  future 
developments  and  changes. 

♦ Promoting  the  Group’s  interests  in  European  legislation  as  it  impacts  on  the  UK. 

The  successful  candidate  should  have  experience  or  knowledge  of  international  regulation. 


Head  of  Retail  investment  Business 

Responsibilities  will  include: 

♦ Communicating  proactive  advice,  education  and  training  to  the  businesses,  in  order  to.  positively  shape  and 

influence  these  areas  to  achieve  the  highest  standards  of  compliance  with  UK  retail  regulatory  expectations 
and  thereby  to  minimise  business  risk.  - 

♦ Establishing  and  maintaining  positive  marketing  relationships  with  the  Financial  Services  Authority  and 
building  within  It  a high  level  of  comfort  with  the  operations  of  the  Halifax  Group. 

♦ Managing  and  devetoping  a team  of  seventy  staff. 

The  successful  candidate  must  have  a proven  track  record  in  compliance  with  a detailed  knowledge  of  PIA 

regulations  and.  preferably,  experience  with  a regulator.  He/she  will  hold  the  AFPC  or  equivalent. 


Probably  holding  a degree  or  professional  qualification,  candidates  for  both  positions  should  have  the  interpersonal  and  communication  skills  to  enable  them  to  raise  the  Group  profile  as  an  organisation  at  the  forefront  of 
harmonising  regulatory  and  business  objectives.  They  will  be  used  to  liaising  at  a high  level  and  taking  a proactive  and  constructive  approach  to  business  developments  and  initiatives. 

These  appointments  represent  outstanding  opportunities  for  highly  motivated  Individuals  keen  to  play  a major  part  In  the  Group  Regulatory  Risk  function  through  participation  as  a member  of  the  function's  senior  management 
team.  Interested  applicants  should  contact  Sue  LJntem  at  Michael  Page  City,  50  Cannon  Street,  London  EC4N  6JJ,  quoting  reference  483242.  Fax  0171  329  2986.  Alternatively,  telephone  0171 269  1885  for  an  initial 
discussion,  email:  suelintem#mlch aelpage.com  Any  CVs  sent  directly  to  the  Halifax  Group  will  be  forwarded  to  Michael  Page  City. 


Michael  Page 

CITY 

wwwjnjchaetoagAtCTTp 

London  * New  York  • Parts  • Amsterdam  * Frankfurt  • Milan  • Madrid  • Hong  Kong  • Singapore  • Sydney 


Help  shape  the  new  regulatory 
framework  for  financial  services 


Compliance  Manager 


UK  Private  Bank 


The  Financial  Services  Authority 
(F5A)  \<,  *r,e  new  integrated 
regulator-/  authority  tor  the 
UK  fimnci-.it  cervices  industry, 
its  scop-  extends  to  booking. 

securities  nrd  investment: 
co  Tip  2 nisi,  building  so  diet  vs. 
insurance  C3:np.jni*!*,. 
friendly  sceptics 
arid  credit  unions. 


Policy  Adviser 

To  enable  the  ESA  to  prepare  for  the 
challenges  of  its  wide-ranging  role  under 
the  Financial  Services  and  Markets  Bill, 
ft  needs  first-rate  people  who  can  bring 
both  analytical  skills  and  pragmatism 
to  its  polity  development 

The  Rift  Policy  Coordination  Department 
plays  a pivotal  role  at  the  centre  of  the 
organisation  - securing  the  overa!  coherence 
of  the  F5ft  policy  outputs,  engaging  in 
intellectual  challenge,  and  orchestrating 
tiie  creation  of  the  new  handbook  of  rules 
and  guidance.  . 

Developing  and  negotiating  poficy  proposals, 
participating  In  consultative  exercises, 
project  management,  and  internal  and 
external  liaison  are  all  part  of  this  multi- 
faceted position.  To  be  considered,  you 
should  have  strong  academic  and/or 
professional  credentials,  coupled  with 

practical  experience  of  the  regulatory 


Financial  Services  Authority 


system,  or  of  poiky  development  in  a 
comparable  sphere  of  activity.  Above  all. 
you  should  be  able  to  demonstrate  your 
abftfty  to  work  at  a strategic  level  white 
keeping  a firm  grip  on  practicality. 

This  fs  a unique  opportunity  to  take  an 
active  part  in  the  formative  phase  of  the 
new  regulatory  system  and  to  develop 
valuable  skills  and  expertise.  Career 
prospects  within  the  PSA  Itself  are  good, 
and  remuneration  Is  designed  to  attract 

amt  retain  high-quality  candidates. 

To  apply,  please  telephone  0171  269  6204 
quoting  reference:  PSA  SA  332.  When 
returning  the  application  form,  please 
enclose  your  CV  and  a covering  tetter 
explaining  how  you  feel  you  would 
fittiie  role. 

dosing  date: 

10th  February  1939.  WSF 


FSA 


London 

Our  client  is  the  International  private  banking  amt 
of  a major  financial  sendees  group.  Over  the  past 
three  years.  It  has  made  a substantial 
investment  in  people,  products,  systems  and 
sendees,  to  reinforce  its  position  as  one  of  the 
premium  private  banking  brands  in  the  world.  It 
is  now  looking  for  an  experienced  compliance 
professional  to  Join  its  small  but  highly  regarded 
compliance  team. 

Reporting  to  the  Head  of  Compliance,  the 
successful  candidate  will  be  responsible  for 
researching  and  evaluating  regulations,  reviewing 
and  signing  off  advertisements  and  other 
marketing  material,  advising  on  the  application 
of  investment  legislation  and  regulations  to  all 
new  products  and  services  and  providing  expert, 
technical  guidance  and  training  to  the  business. 
As  the  focal  point  for  all  technical  enquiries, 
this  role  is  absolutely  key  to  the 
compliance  department 


£ Competitive  Package 

Candidates  should  have  a proven  track  record  in 
compliance  with  a detailed  knowledge  of  the 
Financial  Services  Act,  IMRO  and.  ideally,  pia 
regulations  and  the  ability  to  interpret  aspects 
of  other  legislation. 

A sound  knowledge  of  Investment  products  and 
services  and  of  Investment  systems  procedures 
and  practice  is  essential  and  a relevant 
professional  qualification  or  law  degree  would 
be  advantageous.  Strong  interpersonal  and 
analytical  skills,  decisiveness  and  a thorough, 
exacting  end  highly  professional  approach 
are  Imperative. 

Interested  applicants  should  contact  Sue  Untern 
at  Michael  Page  CHy.  50  Cannon  Street,  London 
EC4N  6JJ,  quoting  reference  455567. 

Fax  0171  329  2986.  Alternatively,  telephone 
0171 269.1885  for  an  initial  discussion. 

e-mail:  suelintem@michaelpsge.com 


Michael  Page 

CITY 
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London  • New  Vork  * Paris..  Amsterdam  * Frankfurt -Milan*  Madrid  • Hong  Kang  . Singapore  . Sydney 
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FINANCIAL  TIMES  FRIDAY  JANUARY  29  1999 


II 


EUROPEAN  CENTRAL  BANK 

VACANCIES  IN  THE  MIDDLE  OFFICE  OF  THE 
EUROPEAN  CENTRAL  BANK 


tuca 

* Groups. or J. 

Unleashing  the  Power  Within 

EUROPEAN  TAX  MANAGER 

Tyco  International  Limited.,  a US  SI 7 billion  diversified  manufacturing  and  service  company  with  over  80,000 
employees  worldwide,  is  the  world's  largest  manufacturer  and  installer  of  fire  and  safety  systems  and  provider  of 
electronic  security  services  and  has  strong  leadership  positions  in  disposable  medical  products,  packaging  materials, 
flow  control  products,  electrical  and  electronic  components  and  underwater  telecommunications  systems. 

Our  companies,  such  as  ADT.  US  Surgical,  Kendall  Health  Products  and  Total  Walther  are  household  names  in  their 
fields.  With  projected  expansion  throughout  Europe  and  the  rest  of  the  world,  our  worldwide  growth  should  reach  over 
$23  billion  in  turnover  in  1 999  alone. 
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The  European  Central  Bank  (ECB).  established  in  Frankfurt  am  Main  on  I June  1998,  is  urgently  seeking 
applications  from  suitably  qualified  candidates  to  fill  the  vacancies  listed  below.  The  ECB  has  its  own  terms  and 
conditions  of  employment,  including  a competitive  salary  structure,  retirement  plan,  health  insurance  and  relocation 
benefits.  Candidates  must  be  a national  of  a Member  State  of  the  European  Union. 

The  Middle  Office  is  a unit  of  the  ECB  which  provides  organisational  support  and  proposes  policies  and  procedures 
on  risk  management  It  is  responsible  for  the  management  of  market  risk  in  the  ECB's  investment  operations,  and 
credit  risk  in  the  investment,  monetary  policy  and  foreign  exchange  operations  of  the  ECB. 


Positions  and  Qualifications 


Risk  Manage  men  I Expert 


The  holder  of  this  position  will  participate  in  running  the  ECB  Middle  Office  function  in  the  field  of  market  risk 

and  credit  risk  in  the  context  of  portfolio  management  for  foreign  exchange  and  own  funds  operations  and  related 

analysis. 

Qualifications 

• University  degree  in  economics,  finance  or  comparable  qualification.  Relevant  advanced  post-graduate  studies 
would  be  an  asset 

• Strong  background  in  the  area  of  analysis  and  management  of  market  risks,  preferably  in  a central  bank. 
Experience  in  the  field  of  benchmarking,  financial  optimisation,  scenario  simulations,  management  reporting 
and  implementation  of  related  financial  models.  Experience  in  credit  risk  methodologies,  limits  and  exposure 
calculation  and  implementation  and  development  of  credit  risk  systems  will  be  an  asset. 

• Knowledge  of  monetary  and  foreign  exchange  issues,  financial  markets  and  instruments. 

• Strong  quantitative  background,  in  particular  as  regards  financial  mathematics  and  statistics. 

■ Strong  interpersonal  and  communication  skills,  including  experience  in  presenting  analysis  and  addressing 
risk  policy  issues  in  non-technical  terms  and  the  ability  to  work  in  a team  and  under  pressure. 

a Experience  in  an  international  environment  would  be  an  asset. 

• Very  good  command  of  English.  Working  knowledge  of  at  least  one  other  European  Union  language  is  required. 

• Experience  in  using  information  technology  and  office  software  systems. 

Ref:  ECB/50/99FT 


Quantitative  Analyst 


HALIFAX 


The  holder  of  this  position  will  contribute  to  the  ECB's  risk  management  by  acting  as  support  in  running  the  ECB 
Middle  Office  functions,  especially  in  the  area  of  market  risk  management  and  control,  and  will  assist  with  the 
design  and  implementation  of  quantitative  models  and  tools  related  to  risk  management  issues. 


Qualifications 

• University  degree  in  stochastic  mathematics,  statistics  or  a related  discipline. 

• Previous  experience  in  quantitative  analysis  applied  to  financial  markets,  preferably  in  relation  to  portfolio 
management,  would  be  an  asset. 

• Good  knowledge  of  monetary  and  foreign  exchange  issues,  financial  markets  and  instruments. 

• Solid  foundation  in  theoretical  and  applied  statistics,  econometrics,  financial  optimisation  and  simulation 
techniques. 

• Strong  interpersonal  and  communication  skills  and  the  ability  to  work  in  a team  and  under  pressure. 

• Experience  in  an  international  environment  would  be  an  asset 

- Very  good  command  of  English.  Working  knowledge  of  at  least  one  other  European  Union  language  is 
required. 

• Experience  in  using  information  technology  (e.g.  Bloomberg  and  Reuters)  and  office  software  systems. 

; Ref:  ECB/51/99FT 


Risk  Analyst 


The  holder  of  this  position  will  contribute  to  the  ECB’s  risk  management  by  acting  as  support  in  running  the  ECB 
Middle  Office  functions,  especially  in  the  area  of  credit  risk  management  and  control,  and  will  assist  with  the 
administration  of  risk  management  systems  and  databases. 


Qiialjfifatkw« 

• University  degree  in  economics,  or  comparable  qualification. 

• Previous  experience  in  the  administration  and  management  of  risk  management  systems  and  databases. 

• Experience  in  monitoring  and  analysing  financial  market  developments  related  to  assessment  of  credit  risks. 

• Good  knowledge  of  monetary  and  foreign  exchange  issues,  financial  markets  and  instruments. 

• Strong  interpersonal  and  communication  skills  and  the  ability  to  work  in  a team  and  under  pressure. 

• Experience  in  an  international  environment  would  be  an  asset. 

• \fery  good  command  of  English.  Working  knowledge  of  at  least  one  other  European  Union  language  is  required. 
■ Experience  in  using  information  technology  and  office  software  systems. 

Ref:  ECB/52/99FT 


Applications 

Applications  should  includes  Curriculum  Vitae  and  a recent  photograph,  together  with  references  confirming  the 
required  experience  and  skills.  They  should  quote  the  appropriate  reference  number  and  should  be  addressed  to 
the  European  Central  Basic,  Directorate  Personnel,  Postfach  16  03  19,  D -60066  Frankfort  am  Main,  and 
should  reach  us  no  later  than  15  February  1999.  Applications  will  be  treated  in  the  strictest  confidence  and  will 


To  aid  in  this  period  of  expansion  and  for  the  future,  we  are  seeking  a European  Tax  Manager  to  coordinate  our 
international  tax  strategy  and  corporate  structuring  activities  throughout  Europe  and  the  Middle  East 

This  is  a key  position,  with  European  wide  responsibilities  and  scope,  reporting  to  the  Director  of  International  Tax  and 
working  closely  with  the  European  Legal  and  Finance  Departments. 

* 

The  successful  candidate  will  have  a minimum  of  five  years  of  international  tax  experience,  with  a multinational  or  an 
international  accounting  or  law  firm,  preferably  as  a tax  manager  or  tax  counsel.  A CPA  degree  or  an  advanced  legal 
degree  in  international  taxation  is  a prerequisite,  as  is  complete  fluency  in  English,  French  and  preferably  at  least  one 
other  European  language.  Organizational  and  computer  skills  are  also  a must.  The  successful  candidate  will  be  a self- 
starter, enthusiastic  and  able  to  take  a leadership  position  in  a dynamic  and  changing  business  environment. 

■fyco  offers  an  outstanding  professional  challenge  and  competitive  compensation  commensurate  with  experience.  If  this 
description  fits  you,  please  reply  in  confidence  by  mail  or  by  fax  with  a current  c.v..  salary  history  and  an  analytical 
English  writing  sample  (no  more  than  5 pages)  to: 

Box  A6277 
Financial  Times 
Qne  Southwark  Bridge 
London  SE1  9HL  • 

Closing  date  for  applications  is  February  15,1 999. 

To  leam  more  about  Tyco  International  Ltd.,  visit  our  website  at  http://www.tycoint.com 


Portfolio  Management  Firm 

Key  Business  Development  Role 


Excellent  remuneration  package 


LONDON 

An  industry  leader  in  the  field  of  independent  global  fixed  income  portfolio  management,  our  client  has  offices  in  London, 
New  York,  Tokyo  and  Singapore,  with  clients  located  in  25  countries  around  the  world.  Particularly  strong  in  the  provision 
of  quantitative  techniques  for  the  management  and  control  of  risk  in  fixed  income  portfolios,  and  the  design  of  innovative 
portfolios  Tor  particular  liabilities  or  return  objectives,  this  highly  successful  company  is  looking  to  recruit  a senior  Business 
Development  Executive. 

Reporting  to  the  Managing  Director  and  Head  of  Business  Development,  the  role  will  primarily  focus  an  the  United 
Kingdom  but  may  involve  other  geographical  accountabilities. 

The  Position 

■ Responsible  for  the  design  and  implementation  of 
the  business  development  and  marketing  strategy 
for  the  company's  products  and  services  to  primarily 
FISE  30  com  parties. 

■ Develop  new  and  existing  external  relationships  in  order 
to  understand  and  anticipate  development  needs. 

■ Increase  technical  ability  and  assist  in  the  design  of 
new  products  by  developing  dose  relationships  with 
portfolio  management  client  services,  analysts  and 
the  business  development  team. 

■ Design  and  implement  pitches  and  presentations  to 
new  and  existing  clients. 


The  Requirements 

■ Minimum  of  3 years  track  record  in  business 
development  within  an  investment  environment. 

■ Significant  knowledge  of  the  fixed  income  market,  with 
sufficient  technical  understanding  to  establish  credibility 
with  the  sophisticated  prospect/client  base. 

■ A self-starter  with  the  flexibility  to  work  autonomously 
or  in  a team,  with  the  maturity  and  interpersonal  skills 
to  build  a business  with  a brood  cultural  client  base. 

■ Strong  academic  background,  ideally  with  a business 
or  accountancy  postgraduate  degree. 


Please  send  your  CV  with  current  salary  details  to: 
Daniel  Richards,  K7F  Selection,  252  Regent  Street, 
London  WlR  6HL,  quoting  reft  60101A/D4. 


£ 


Alternatively  send  by  fax  cm  0171-312  3380 
or  by  e-mail  to  kfe-londonOkomfeny^om 
Internet  Home  Page:  httpsffwwwJciselertioiuoni 


K/F  SELECTION 


A DIVISION  OF  KORN/FERRY  INTERNATIONAL 


I PREMIER  UK  PRIVATE  EQUITY  FIRM  | 

1 DIRECTOR  - IT/TELECOMS  INDUSTRY  OR  FINANCIAL  SERVICES  BACKGROUND  I 


LONDON  ATTRACTIVE  PACKAGE  AND  EQUITY  OPPORTUNITY 


• Well  established  private  equity  Ann  with  a record  of 
over  25  years  investing  in  private  companies  across  a range 
of  sectors  inducHng  ITAelccoms.  Highly  entrepreneurial  in 
approach,  the  firm  covers  oil  stages  of  corporate 
development  from  cady  stage  and  expansion  capital  to 
MBO/MBI  opportunities. 

• The  firm  has  offices  in  tbc  UK  and  Continental  Europe. 
Continued  growth  and  opportunities  for  expansion  now 
require  it  ro  add  to  its  existing  team  of  directors,  Tbc 
individual  will  be  responsibic  for  helping  consolidate  and 
build  the  company's  LTC  investment  portfolio,  particularly 
is  the  South  East,  with  the  opportunity  to  potentially  work 
on  cross-border  situations  going  forward. 

• Based  in  London,  responsflriKiics  wiD  include  sourcing 


on  investee  boards,  as  appropriate,  and  working  with  the 
team  as  a bey  member  of  the  investment  committee. 

• Excellent  academic  credentials,  ideally  with  an  MBA  or 
other  postgraduate  or  professional  qualification.  Strong 
commercial  background  in  private  equity,  structured 
finance,  accountancy,  or  a senior  corporate  devetopmem 
or  finance  role,  preferably  gained  in  the  fT/tefecoms 
sector. 

■ High  calibre  individual  with  first  rate  intellect,  well 
boned  autyticaV  skills,  and  a network  of  comacts  in  the 
London  marker.  Fluency  in  German  desirable. 

• Highly  driven,  entrepreneurial  and  results  orientated. 
Assertive,  energetic  leant  player  with  excellent 
communication  skills.  Real  level  of  gravida  with  the  ability 
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not  be  returned. 

These  vacancies  are  also  published  on  the  Internet  at  http://www.ecb.inl,  but  applications  should  only  be  submitted 
On  paper  via  surface  mail. 
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VVASSERSTEIN 
PERELLA  & CO 
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Mergers  and  Acquisitions 

Associates 

'Hands-on'  exposure  to  major  clients  and  strong  deal  flow 
West  End Excellent  Package 

Origination  and  execution  of  M&A  transactions,  with  exposure  to  and 

responsibility  for  client  relationships.  Wasserstein  Patella  is  a leading 
investment  bank  providing  custom-tailored  strategic  advice  and  investment 
banking  services  to  major  corporations  and  investors  world-wide. 


The  Role: 

• Managing  transaction  origination 
and  execution. 


The  Candidate: 

• Strong  execution  skills. 

• Creative  and  thorough  approach,  combined 
with  excellent  relationship  skills. 


• Extensive  client  interaction. 

• Detailed  valuation,  financial  analysis 
and  modelling. 

Please  write  in  confidence,  giving  full  career  and  current  salary  details,  quoting  reference  IT/1571 


• Graduate  from  a leading  university  or 
professionally  qualified  with  1-4  years' 
investment  banking  e^perience. 


0171  409  8811  ta  0171  499  6725 

e-mail  osbomecOodgersxom 


7 Curzon  Street. 
London  W1Y7FL 


and  developing  new  investments.  monitoring  performance  10-make  on  impact  internally  and  externally.  Dynamic,  with 
of  atfeiufi  Investments,  supervising  cadi  strategies,  serving  ambition  ro  succeed  in  competitive  environments. 


Phase  apply  in  writing  quoting  reference  B03? 
with  full  career  and  salary  details  to: 
Fmnrir  Barrow,  Whitehead  Selection 
1 1 HID  Street.  London  WIX  8BB 
Tfeh  OH  290  2043  Fta:  Ol-l  290  2085 
Smait:  emmkulmTtnvffamrop.cuin 

www.whtiehcadsdcciMjn  cti  uk 
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Manager  International  Credit 

ABU  DHABI  EXCELLENT  TAX  FREE  PACKAGE  + BENEFITS 


Company  Profile 

One  the  largest  and  run-4  pn-aigfuu-.  mfranraiaf  tanks  in 
the  Middle  Fad  venh  overseas  branches  in  Egypt.  Sudan. 
Lundun.  Pari*  and  Washington. 

The  tank's  vMUMie  toqvirjic  and  pcmitc-  dura  fuse  is 
M-nvd  hv  a »d]  iknrkipeti  Advances*  Divi-wm  u.  hkh  aw<w 
■mh  applications  from  luval  and  "'crw>  heir* -he-. 

The  Imenuth  ml  Advance*  L rut  i»  Lev  w uhm  ihi\  die ram. 
Tin-  funk  has  an  cnixiNe  growth  and  profit  rvumi  and 
employ',  the  very  biiM  iM-tirmfogc  to  provide  a wide  range  i* 
product,  and  wnfcv* 

Role 

Reporting  U*  the  t Jiief  Acli-amvs  Manager  you  win  unsure  ih.n 
credit  applications  omiplv  with  pokey  and  are  admtnWraied 
swiftly  arul  at. tumult. 

AmeMi  application-  >>n  a risk  basis  and  approve  final 
rerontnumdai  a nr« 

Provide  guidance l,n  <*n  tauenuiiunjl  nsh  rdned 
matters,  especially  with  reguni.  tu  improving 
credit  presentation  and  risk  aMwrenwni- 
Senior  ITH-Viter  fit  iht  tank's  Cm  min  fed.  Grramrare 


Candidate 

Vhi  tvffl  he  qujffrtoJ  fi.  M'Jlt  i<r  cquic-jleni  cckIi  exfensm- 
immuiiinkil  cieiia  nurugeineni  tapnvnv.  prefcrahh 
gamed  in  a leading  clearing  IvtnL 

A mature,  market  Ii Hu-t-d  «-U- -tarter  w ah  a high  a.  hnirmeni 
Mild  Mu»i  hi-  pragmatic.  Figiuil  and  results  driven 
Team  player,  computer  lac-rue  with  excellent  cnunutnoimHi 
■kills  AHc  and  willing  in  work  Hti.vtin.-h  m a nmltiinhiinil 
emtiuiuni-ni 

An  inlluerabl  wntor  rfle  he  a seJMBted  pnrfvssHituI 

This  piNiain  ts'm  n timed  -uia,*  and  r.  lused  in  Ahu  I tluht 
where  a wefl  esialritshcd  apumate  cimirainRv  enjucs  an  act  no 
will  fife  fat  a cult  lire  w ftcre  tusmt  values  ate  « hide  m*  efXed 

Please  write  la  confidence,  whh  Adi  career  and  salary 
details  to:  Geoffrey  Walker.  MSLSearcti  and 
Sefcetlon,  178-202  Gran  PorUmKt  Street.  Loodoq 
5P1N  6JJ.  Fa»  0171  «7  2965.  Alartamlvdy. 
apply  by  e-mail  to  gwafluntJOHcLcoaik  or  oo-Unc 
via  The  Monster  Board  at  wwwaoorwtcr.co.iaX 
riew  quote  rtfcroxe  677-JO- 


SEARCH  AND  SELECTION 


FINANCIAL  TIMES'  FRIDAY  JANUARY  29  1999 


HEAD  OF  OPERATIONS 


i-Pti  -r-< 


The  Company:  Our  client  a European  AA  rated  bank  with  total  assets  of 
US$25  billion  and  a strong  international  presence,  offers  a comprehensive 
range  of  financial  related  products  and  services  to  rts  clients.  As  9 result  of 
continued  growth,  our  client  requires  an  exceptional  individual  to  manage 
all  operational  aspects  across  the  London  branch. 

The  Role  Reporting  to  the  Chief  Executive,  this  role  offers  an  outstanding 
opportunity  to  develop  and  manage  the  entire  London  branch  in  support  of 
treasury,  capital  markets  and  the  commercial  banking  businesses  through: 

• coordination  and  control  of  the  settlements,  accounting,  loan  and  trade 
administration  and  systems  areas 

• recruitment,  management,  development  and  appraisal  of  all 


operations  staff  and  senior  management 

developing  a team  which  is  accountable  and  possesses  both  a sense  of 
urgency  and  a 'positive'  attitude 

improving  and  enhancing  existing  systems  and  procedures  and  minimising 
operational  risks 

membership  of  the  Senior  Management  Committee,  he  or  she.wll 
contribute  to  developing  strategies  to  meet  organisational  objectives  and. 
directly  influence  the  long-term  direction  of  the  company 

managing  all  operational  aspects  across  the  branch,  facilitating  continual 
high  growth  and  the  development  of  strategies  which  will  drive  growth 
into  the  next  millennium 


• • proactive  development  of  relationships  with  all  operational  management 

• dose  liaison  with  associated  service  companies  and  the  Board 

The  Person:  This  position  will  suit  a mature  individual  who  has  an  m-depth 
understanding  of  back  office  operations.  Youwill  have  established  a proven 
track  record  within  a managerial  capacity  and  possess  excellent 

• communication  skills:  The  successful  candidates  will: 

. have  at  least  12  years'  experience  within  a back  office/ 
operations  environment 

• be  back  office  trained,  preferably  within  a US  or  European 
commercial  bank 

• be  professional,  proactive  and  possess  a 'can  do1  attitude 


Please  forward  your  full  r6sum&  in  the  strictest  confidence,  quoting  reference  FT3309  to:  Antal  International,  2nd  Floor,  90  Tottenham  Court  Road,  London  W1P.  OAN. 
Tel:  + 44(0)  1 71  637  2001  Fax:  + 44  (0)  171  637  0949  e-mail:  cv@antal-int.com  or  visit  our  website  on  www.antal-int.com 


Antal  International  Ltd 

'A  Global  Recruitment  Solution  Applied  Locally * 


Competitive 
salary  + bonus 
+ major  group  \ 
benefits 


Sales  Executive 


Frank  Russell  Company  specialises  in  the  provision  of  multi-style,  multi-manager  solutions  to  investment 
management  ransnfting  cH&nt$  anpund  rtv»  niptM.  Wht>  Qggr  $i  triflCon  under  the  stewardship  of  our  consulting 

practice  and  over  $40hn  directly  under  managgnytit,  Russell  is  Wftll-ptacgd  in  succeed  in  a market  demanding  high 
quality  investment  products  and  advice. 

Investment  analysis  drives  everything  we  do.  RusseD  Analytical  Services  provides  access  to  the  extensi  ve  databases 
and  analytical  tools  that  have  been  developed  by  Russell  to  evaluate  and  communicate  an  in  vestment  process. 

Russell  Analytical  Services  has  an  open  position  as  part  of  the  London  sales  team  wbicb  is  responsible  for  new 
business  development  of  performance  measuremeitf  and  analytical  servioes  in  the  investment  manager  and  pension 
plan  markets  throughout  Europe,  the  Middle  East  and  Africa. 

The  successful  candidate  will  have  sales  experience  in  Germany,  Austria  or  Switzerland  and  have  a good 
understanding  of  European  financial  markets.  German  language  skills  preferred.  Highly  developed  communication 
and  presentation  skills  are  required  in  order  to  explain  and  present  an  investment  process.  Previous  work  experience 
in  perfbnnance  measureanept would  be  advantageous  as  would  additional  European  languages. 

Please  forward  your  application,  together  with  your  GV.,  in  complete  confidence  to: 

- Mary  Nuttafl 
Frank  Rnssefl  Company 
12  Clifford  Street,  London  W1X  2FR 


/A  Russell 


FINANCING  LEADER 
Oxted,  Surrey 
The  AES  Corporation 

The  AES  CmpORUHin.  founded  in  1981.  is  oocof  the  world’s  larjcn  gjobil  powtr  companies. 
AES  is  defeated  10  applying  mfc.  clean,  reliable  electricity  m meet  global  energy  needs  and 
own*,  or  has  an  intaesi  in.  ninety  pinna  mulling  over  27.000  megawatts  in  13  countries.  In 
addition  to  having  assets  in  excess  ofSIO  trillion.  AES  hns  numeioas  projects  in  cansmiaioa  of 
line  stages  of  developments. 

An  opportunity  has  arisen  wiihm  AES'  Silt  Rood  group  t which  deals  with  the  development  of 
new  and  easting  businesses  in  the  Mrddk  East,  Former  Soviet  Union  and  Central  Asa)  for  a 
financing  Lcajer  based  in  Surrey. 

Tbe  financing  Leader's  responsibilities  win  include  dm  foGcrwing: 

• create,  build  and  maintain  relationships  on  bdolfot  the  group  as  a whole  with  Gnancul 
bndnitlom; 

• lead  financing  efforts  on  behalf  of  the  group's  existing  businesses  in  Kazakstan  and  Georgia: 

• support  the  financing  of  future  business  development  efforts  and  actprishions  in  tbe  Middle 
East.  FSU  and  Comal  Asia. 

Tbe  successful  condufcae  win  be  a graduate  and  will  possess  at  least  five  yean1  experience  of 
project  finance,  whether  gathered  in  a bonking,  at  pojea  development,  eaviroomaii.  Strong 
communication  and  interpersonal  skills  win  also  be  necessary.  Power  sector  experience,  although 
not  a prereqaeate,  would  be  desirable. 

ll  is  envisaged  that  a certain  degree  of  invd  will  need  to  he  undertaken  in  order  dal  the 
businesses  within  the  group's  portfolio  be  understood  with  a view  to  raising  finance. 

As  an  AES  person,  you  will  enjoy  a values  and  peopte-oriemed  culture  when;  fun.  fairness,  social 
responsibility  and  integrity  play  key  rotes,  providing  opportunities  for  increased  responsibilities  m 
an  environment  which  values  creativity,  energy  and  enthusiasm. 

Candida*  interested  in  tins  exciting  positron  should  forward  their  CV.  and  an  inthcaftoo  of  their 
n»S  recent  salary  package,  to  Stelios  VosstJeou.  Group  Account**,  or  the  following  address 
AES  Silk  Rand  Ltd,  Unh  4,  Oxted  Chambers, 

1 85-187  Station  Road  East,  Oaled.  Surrey  RH3  BQE 


ODDCj&CIE 


Investment  Sovica  fina 

ODDO  & Ge  is  one  of  die  Leading  investment  services 
companies  in  France,  with  over  € 75m  in  consolidated 
shareholders'eqrxity,  € 4bn  in  assets  under  management 
and  almost  300  employees.  In  tbe  context  of  our 
expanding  business,  we  are  looking  for  : 

European  Convertible 
Bond  Sales 

Capering 

France  (ref  AfKF)  Germany  (ref.  AJFKAJ  Italy  (rif.AFKJ) 

723li.lZ‘  As  a member  of  the  fur-growing  convertibles  team, 
your  role  will  be  to  sell  European  convertible  bonds  to 
international  investors  and  play  an  active  role  in  ihc  group's 
expansion. 

£$&£?  The  successful  candidates  for  the  German  and 

[ration  positions  will  have  at  least  two  yean’  experience  in 
cither  feted -income  ot  equity  markets.  The  French  post  will 
require  at  (east  live  years'  professional  experience  in  a similar 
role.  These  positions  will  suit  career-driven  team  pfaycn, 
with  confirmed  sales  skills.  A command  of  French  and 
English,  as  well  as  the  language  of  the  relevant  country 
fix.  German  or  Italian]  is  vital. 

SSSKPlease  send  a letter  and  your  CV  under  the 
corresponding  reference  to : Henri  ALLIEZ  - ODDO  & Gc  - 
12,  boulevard  de  la  Madeleine  - 75009  Paris  - Fiance. 


CDR  International  is  a leading  international 
supplier  of  specialist  consultancy  services  in  the 
area  of  business  intelligence,  intellectual  property 
protection,  corporate  rescue,  fraud  prevention  and 
risk  analysis.  ■ 

The  company  is  a wholly-owned  subsidiary  of 
Armor  Holdings  Inc.  and  has  developed  a strong 
reputation  for  its  ability  to  deliver  solutions.  We  are 
regularly  retained  internationally  by  both  tbe  public 
and  private  sectors  to  advise  on  all  aspects  of  risk 
assessment  and  management,  audit  procedures  and 
enforcement. 

In  order  to  support  oar  continuing  expansion  we 
are  seeking  to  appoint  a manager  for  our  German 
office  based  in  Dusseldorf  " • 

Tire  successful  candidate  wifi  ideally  have  several 
years'  experience  in  business  intelligence,  or  the 
investigation  and  analysis  of  fraud  gained  in  a 
financial,  commercial  or  legal  environment. 
Fhrem/Motber  Toogne  Gamin  is  a prerequisite  and 
knowledge  of  other  languages  an  advantage.  Ideal 
candidates  should  also  possess  excellent 
interpersonal  and  presentation  skills  and  show 
commitment  to  expansion,  resourcefulness,  drive 
and  enthusiasm. 

This  is  an  opportunity  to  join  an  inspiring  and 
challenging  environment,  involving  work  which  is 
genuinely  stimulating  and  which  offers  excellent 
career  prospects. 


Chief  Financial  Officer 

Reston,  VA 

Telecel  One  Limited,  an  International 
telecommunications  firm  wfth  operations  in  sub- 
Saharan  Africa,  seeks  a seasoned  frtandai 
professional  to  head  Its  Finance  Department  based  in 
Restart,  VA 

Reporting  to  the  Chairman,  the  CFO  w9  oversee  all 
aspects  of  Telecel  One's  domestic  and  International 
financial  operations  inducting  development  and 
presentation  of  the  annual  budget,  appraisal  of  the 
organization's  financial  strength,'  development  of 
short  and  kmg^erm  financial  plans  and  strategies, 
establishment  of  relationships  with  financial 
Institutions  and  supervision  of  controler.  treasurer 
and  other  financial  staff  In  both  the  iLS.  arid 
overseas  offices.  . 

Successful  candidates  wffl  have  an  MBA  in 
Finance  (or  a related  field]  and  superior 
communication  skiffs  In  French.  In  addition, 
candidates  must  have  at  least  HH- years  International 
(preferably  Africa)  experience  and  avafiabRty  for 
frequent  overseas  travel 

Qua  Wed  applicants  please  submit  a detailed  remana 
with  salary  history  to:  Personnel.  Telecel  One 
Limited.  1889  Preston  White  Drive,  Reston.  VA 
20191.  tax:  (703)  301-2609,  or  e-msifc 

persormel@intBrceLneL 


m . n.  IKTEUKTIONAI.  MBXlMft  5iZ£  CO  IX  CONSUMES  B£CTBQnCS  & GOT  ITEMS  (ntfSBIT- 
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• 2 COUNTRY  MANAGERS 


i Sm  up  rod  manage  the  company  structure 
• Handle  existing  customers/ contacts 
Devetoptbe  local  market 

Participate  In  the  development  of  the  group  In  the  region 


REQUIREMENTS 


University  graduate 

Minimum  7 year  experience  in  sales  of  consumer  goods 
(preferably  elearonia  or  gift  terns)  in  sma«  or  medium  size  Go 
Good  management  skill  8 » Entrepreneur  » spirit 
Motivated  to  become  areal  partner,  initially  or  in  the 
medium  term 

the  Country  Managers  wffl  report  to  our  Europe  headquarters 
(based  in  Paris).  Possible  travels  in  Europe  and  Asia. 


Please  send  us  fuS  resume,  motivation  and 
. expectation  to  OBvier  Pierson,  SteUimex,  , 
354  Aar  G.  CUmenceau.  93000  Namene  - France 
fax:  1-00x46250  707 
E-mail : ioo7oo.t745Qc0mpaserve.com 


STELUMEX 


PRESIDENT 

Cayman  National  Bank  Ltd. 


Cayman  Islands 


This  highly  successful  retail  and  commercial  bank,  part  of  tbe  regional 
financial  services  group  Cayman  National  Corporation,  wishes  to  appoints 
President  to  bead  Tbe  Bonk  in  Tbe  Cayman  r«imfc. 

Reporting  to  the  Board  of  Directors  and  C.E.O.  of  tbe  Group  the  position 
combines  day-to-day  management  and  control  of  Tbe  Bank  and  hs  six  offices 
with  the  implementation  and  monitoring  oFa  Strategic  Development  Plan. 

The  position  calls  for  a qualified  banker  (ACIB  or  equivalent)  with  at  least  20 
years  general  banking  and  credit  experience,  including  overseas  experience  at 
senior  management  level.  Effective  management  skills  which  display  .an 
understanding  of  tie  regional  culture  and  a commitment  to  become  involved  in 
the  local  community  are  essential.  A minimum  contract  period  of  3 yean  is 
proposed. 

A competitive  tax  free  compensation  package  will  be  offered.  . 

Contact  Brian  Bridson  LLB  ACA  on  +44  (0)151  625  0565  (racL  evenings.) 
or  send  CV.  details  to  Financial  Recruitment  International,  Southmead, 
Long  Hey  Road,  Cahtf,  WJrral,  L48 1LY,  England. 
fax.  +44  {0)151 625  0058  £-maQ:  biidaoa(Soanipiiserv&com 

Financial  Recruitment  International 


OPTIONS  DEALER 

A position  has  become  available  for  ah  options  trader 
to  join  our  fix  proprietary  team. 


The  ideal  candidate  will  have  a relevant  university  degree  and 
1 to  2 years*  experience  in  tbe  fix  options  market 
A keen  understanding  of  vanilla  and  exotic  products  is  essential 
as  well  as  an  in-depth  knowledge  of  option  theory  and  pricing. 

The  position  will  suit  a self-driven,  diligent  individual  with  a broad 
skills  base  and  a strong  comprehension  of  financial  products. 


Send  your  CV  together  with  current  salary  details  and  expectations  to 
Af.  Heffeman  - Manager-Personnel, 

Bank  Brussels  Lambert  London  Branch 
6 Broadgate,  London,  EC2M  2AJ 

Bank  Brussels  Lambert  • London  Branch  ING  Ai)  GROUP 


URGENT  VACANCY  FOR  U.A.E, 


Professional  Banker  for  a managerial  position  with  thorough 
overall  banking  experience  in  all  banking  areas  Including  but  not 
limited  to  personnel  matters,  banking  rules  andregulations  and  be 
an  expert  in  Credit  Analysis.  It  is  preferred  that  the  candidate  have 
previous  practical  UAE/Gulf  experience.  Age  In  the  50  years  group 
and  committed  to  staying  in  the  Middle  East  for  a minimum  of  5 
years.  v 

Please  Fax  CV  mentioning  current  salary  and 
benefits  to : 


Strauch  00971  - 2 - 728775 
or  email  to  nadiaauh^emirates.net.ae 
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IT  Appointments  in  the  FT . includes  Developers,  Business  Analysts  and  Project  Managers. 

For  more  information  please  call: 

Teh  +44  171  873  3351  Fax:444-171  873  4331 
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ACCOUNTANCY  APPOINTMENTS 


Recruitment  Consultants 


UK  and  Worldwide 


Michael  Page  R nance  is  the  UK's  acknowledged  market  leader  specialising  In  financial  recruitment.  Part 
of  Michael  Page  International,  one  of  the  world's  most  successful  recruitment  groups  employing  some 
1000  consultants,  we  are  able  to  offer  unrivalled  career  opportunities  both  within  the  UK  and  overseas 
(USA,  Europe,  Australasia  and  the  Far  East). 

Recruitment  consultancy  offers  a varied,  stimulating  and  challenging  career  which  will  further  develop 
interpersonal  and  commercial  skills,  allowing  consultants  real  responsibility  for  personal  and 
professional  growth. 

in  addition,  we  offer  the  following: 

♦ Unlimited  career  prospects.  Our  entire  management  team  in  the  UK  and  overseas  have  been 
promoted  from  within. 

♦ An  individually  tailored  development  programme,  using  one  of  the  most  advanced  training  schemes  in 
the  industry. 

♦ A culture  of  unrivalled  innovation  and  quality  of  service,  with  a commitment  to  tong  term 
business  relationships. 

♦ A reward  system  based  on  merit  and  profit  share,  not  commission. 

The  success  of  Michael  Page  reflects  the  quality,  performance  and  commitment  of  ail  our  consultants. 

In  order  to  achieve  our  ambitious  plans  for  future  growth,  we  seek  to  recruit  exceptional  individuals  to  join 
our  businesses  across  the  UK. 


£ Packages  to  attract  the  very  best  (no  commission) 

Interested  applicants  mil  need  to  demonstrate  flair,  energy,  ambition,  a sustained  capacity  for  hard 
work  and  a desire  to  succeed  in  our  culture  of  teamwork.  In  addition,  the  ability  to  develop  and  maintain 
relationships  at  all  levels  combined  with  excellent  presentation  and  Influencing  skills  are  essential 
characteristics. 

The  remuneration  package  is  designed  to  attract  outstanding  individuals  and  will  include  an  upper 
quart' le  basic  salary,  substantial  profit  share  and  an  opportunity  to  participate  in  the  company  car 
scheme  after  a qualifying  period. 

For  further  information,  please  contact  one  of  our  Regional  Directors  or  write  to  them  enclosing  a 
curriculum  vitae  together  with  further  information  relevant  to  your  application  such  as  previous 
saies/recmitment  experience,  salary  details  and  your  preferred  employment  location. 

All  enquiries  will  be  treated  In  the  strictest  of  confidence. 

For  London  contact  Gary  Watson  at  Michael  Page  Finance,  Page  House,  39-41  Parker  street,  London 
WC2B  5LN.  Telephone  0171 831 2000  (quote  reference  403399).  For  Home  Counties  and  South  West 
contact  Renny  Hayes  ACA  at  Michael  Page  Finance,  1st  Floor,  33  Btagrave  Street,  Reading,  Berkshire 
RG1 1PW.  Telephone  0118  950  9671  (quote  reference  403409).  For  Midlands,  the  North  and  Scotland, 
contact  Paul  Kinsey  ACMA  at  Michael  Page  Finance,  The  Citadel,  190  Corporation  Street, 

Birmingham  B4  6QD.  Telephone  0121 625  3380  (quote  reference  403406). 

Alternatively,  e-mail:  garywatson@michaeipjage.com 
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Michael  Page 


FINANCE 
For  mow  Jobs  vlstt 

Australia  * China  • France  • Germany  • Bong  Kong  • Italy  • Netherlands  • New  Zealand  • Singapore  * Spain  • UK  * USA 


The  British  Rad  Cm  cam  tar  people  at  home  and  abroad,  meeting  the  needs  of  vidnaraUa  people  In  times  of  emergency.  On  1 January  1998,  The  British  Rad  Cron 
Society's  90  branches  united  into  a stage  registered  charity  organised  Into  eight  regions  wtth  NatJooal  Headquarters  ta  Central  London.  Following  this  major  leetiucfiulng 
and  the  bnptemeotatkxi  of  PoopteSoft  Financials,  vra  are  now  looking  for  three  M£hfy  motivated  finance  professionals  to  join  the  team  st  National  Hoadqaarters  to  help 
develop  and  cansaMato  the  benefits  of  unMcation.  Each  role  l— wpwt  dliecUr  to  the  Hnance  Dbactor  raid  uB  raq^e  eredlMDty,  antfaualmn  id  beri—ss  acumen. 


+ 


British  Red  Cross 


Caring-  for  people  in  orims 


Financial  Controller 


London 


Senior  Business  Analyst  Head  of  CPU 


c £40,000  London 


c £35,000  London 


c £30,000 


Responsible  for  a team  of  12,  you  win  assume  control  of  technical  support  for  the 
Society.  You  win  have  high  level  exposure  to  essential  financial  Information  to  ensure 
continual  development 

♦ Production  of  periodic  management  reports,  inducting  analysis,  commentary  and 
recommendations. 

♦ Financial  and  statutory  accounts. 

♦ Maintaining  the  integrity  of  financial  Mbrmation,  identifying  areas  for  improvement 

♦ Technical  accounting  support  to  the  PeopieSoft  system. 

♦ Treasury  management  cash  flow  projections  and  risk  management 

♦ Proactive  approach  to  influencing  policy  and  developing  the  role. 

Ref  MPF3HAP0 


In  the  newly  Implemented  structure,  the  eight  regions  will  have  a number  of  designated 
Business  Analysts  providing  financial  information  to  ensure  that  operational  managers 
can  make  well  Informed  business  decisions.  We  need  a credible,  proactive  analyst  to 
lead  the  team  and  develop  a network  across  finance  and  nonfinance  managers. 

♦ Preparation  at  the  annual  budget  (over  £100  million)  setting  a framework  to  meet 
operational  objectives  and  targets. 

♦ Lead  and  motivate  a team  of  Business  Analysts  located  throughout  operational 
divisions. 

♦ Act  as  business  partner  to  operational  staff,  educating  and  empowering  colleagues. 

♦ Establish,  monitor  end  review  key  performance  indicators. 

♦ Ad-hoc  projects,  reporting  to  the  Finance  Director,  Finance  Committee-  anti  the 
Board  of  Trustees.  . 

♦ Support  Business  Managers  in  contract  bidding,  negotiations  and  reporting. 

RefDMIMTO 


The  Central  Processing  Unit  is  the  engine  room  of  the  new  finance  system.  The  team 
of  20  staff  will  be  responsible  for  centralising  and  consolidating  regional  Information 
and  transactions. 

♦ Member  of  the  strategic  Finance  Management  Teem. 

♦ Management  and  control  of  financial  processing  (Including  ledgers,  credit  control 
and  payroll). 

4 Managing  the  PeopieSoft  helpdesk  and  systems  development. 

♦ Maximising  the  range  and  Impact  of  the  CPU  on  operational  areas  In  the  Society. 

♦ identifying  new  Initiatives  and  Implementing  change. 

♦ Ongoing  involvement  in  process  change  and  supporting  CPU  staff. 

RefMTIAW 


Candidates  win  be  able  to  demonstrate  a full  accountancy  quaBfication.' tenacity,  Initiative,  substantial  achievements  to  date  In  either  the  profession,  In  business  or  In  the  voluntary  sector,  systems  skids  end  effective  communication  skills. 
Interested  candidates  should  contact  David  Morgan  at  Michael  Page  Finance,  Page  House,  3941  Parker  Street.  London  WC2B5LN.  Fax  0171 831 6293.  e-mail:  davkknorganfi*michaeipage.cont  The  British  Red  Cross  Society  and  Michael 
equal  opportunities. 


Page  Finance  are  committed  to 
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Michad  Page 


FINANCE 
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Australia  • chfmt  . France  * Germany  * Hong  Kang  • Inly  • Netherlands  • New  Zealand  • Singapore  * Spain  * UK  • USA 


WeewaterfmuteCbqpersi.  the  world's 
bigot  professional  services 
organisation,  helps  its  clients  build 
vataft  manage  risk  and  improve 
their  performance. 


POCB/MfcWUsKcOPERS  B 


Transforming  Finance  Means 
Transforming  People. 


Senior  Training 
Consultants 

£CoMPtnrnvE  + benefits 
London 


Organisations  are  realising  the  only 
competitive  advantage  they  have  is  the 
skills  of  their  people- As  a Senior  Training 
Consultant  you'll  be  assigned  to  work  fn 
the  Finance  Departments  of  our  blue- 
chip  clients,  helping  them  transform 
themselves  from  the  potlcemer  of  the 
organisation  to  the  architects  of  its  future. 
This  transformation  may  involve  personal 
coaching  for  the  Finance  Director;  skills 
building  workshops  for  the  new  finance 
leadership  team  or  the  development  of  a 
competency  framework  for  a newfy 
outsourced  finance  shared  service  centre. 
You  will  develop  banting  strategies  and 
needs  assessments  as  well  as  design  and 
deliver  workshops  and  evaluate  the 
return  on  training  investment. 

Preferably  youll  have  ftsi  hand 
experience  of  ksatfing  major  changes  in 
systems,  processes  or  behaviour  within 
the  finance  function  of  a blue-chip 
multinational  In  fact,  you  will  have 
already  proved  you  can  consult  and  - 
influence  at  senior  levels,  solve  complex 
business  problems  and  have  led  your 
team  through  tire  change  process.  Now 
you're  looking  for  a biggpr  stage  to 
develop  your  expertise. 


With  your  ACA  or  QMA  qualifications 
and  at  least  5 years'  past  qualification 
experience  as  a finance  professional,  you 
have  credibility  and  a belief  that  your 
knowledge  could  be  of  real  value  to; 
other  organisations. 

You  will  need  Id  be  astute,  as  you  will 
be  at  the  leading  edge  of  learning  and 
finance  transformation.  Your  style  and 
polish  will  pay  dividends  when  you 
tender  for  new  business.  But  you  know 
there  is  no  real  job  satisfaction  unless 
every  project  is  different  - you  will  not  . 
be  disappointed 

With  no  set  rules  and  fewer  boundaries, 
youll  have  to  be  truly  confident  in 
your  own  abfiities  to  succeed.  The 
rewards  are  as  you  would  expect  from  a 
firm  with  a wrorid-wide  reputation  in 
business  consultancy.  The  opportunities 
for  genuine  career  advancement 
are  unrivalled. 

To  apply  please  send  your  CV,  to: 

Mary  Logie.  Recruitment  Manager, 
(VieewaterhouxeCbopera, 

32  London  Bridge  Street; 

London  5E1  9SY. 

Email:  mary.logie«ulcpwcglobaLcom 


Prirnyj  fn^r^rr^pert  re&s  to  the  UK  firm  of  PncernterHouseOaapos  and  to  otftor  members  of  the  worldwide  Pt^aewtuedtourr^oopeni 
u.&uiliiLJii.  nfiXi»OtcrhP*,^~nnf^  hairf/inmed  by  the /nstitoto  of  Chartered  Accounang  to  Engbndsnd  Wiles  to  cany  on  Investment  busing 


Finance  Manager  - Poland 

RR  Donnelley  & Song  Co.  Is  a worid  leading  commercial  printing  company  headquartered  ta  North  America.  The 
company  provides  printing  and  related  services  to  the  mewhaWstag,  magazine,  book,  directory,  financial  end 
healthcare  markets.  Quoted  on  NYSE,  the  company  employs  around  26,000  people  worldwide  and  bi  1997  reported 
•ales  of  US$  4J9  bHon.  The  company  recently  announced  n $100  mfifion  expansion  plan  bi  its  operations  to  Poland  to 
further  strengthen  Its  position  to  Central  and  Eastern  Europe.  RR  Doonefiey  currently  seeks  to  somce  a professional 
finance  axacathre  for  tfeeb  European  operations  In  Amsterdam.  The  settable  candWate  w»  report  to  the  European 
Hnance  Director  based  to  the  European  head  office  to  Amsterdam.  RR  DoimeBey  ta  an  Equal  Opportunities  Employer. 

Amsterdam/Krakow  Excellent  Package 


Amsterdam/Krakow 

Tasks  and  rosporwdMBties: 

♦ Active  member  of  the  European  and  Polish  finance 
team  that  prepares  and  translates  the  financial 
strategy  to  support  the  company's  growth. 

♦ Budgeting,  forecasting,  cash  flow  modelling,  statutory 
and  periodic  reporting,  European  consolidation, 
strategic  planning  and  cost  estimation  analysis. 

♦ Financial  evaluation  of  potential  acquisitions  and/or 
new  investments. 

♦ Setup,  improve  and  standanfise  the  structure.  FT 
support  systems,  procedures  and  processes  of  the 
finance  department. 

♦ Liaise  with  external  auditors,  tax  authorities,  fiscal  and 
legal  advisers  and  bankftig  institutions. 

♦ Act  as  tiie  company's  financial  conscience. 

ProSe  of  tha  suitable  candUate: 

♦ University  degree  in  business  economics,  accounting 
or  finance,  preferably  with  an  adtfitional  post  graduate, 
CPA/ACA,  or  MBA  qualification. 


♦ Minimum  two  years  proven  experience  in  an 
international  finance  rede  or  Big  5 background. 

♦ Strong  organisational,  results  oriented,  analytical 
skills,  able  to  manage  a portfolio  of  strategic  and 
operational  issues. 

♦ Computer  and  systems  literate,  experienced  with 
automated  financial  systems,  Hyperion  and  Scale 
would  be  an  advantage. 

♦ Must  be  fluent  in  Polish  and  English,  both  written 
and  verbal. 

♦ Possess  diplomacy,  business  acumen  and  good 
presentation  skills  to  effectively  operate  at  executive 
management  level 

If  you  are  interested  In  applying  for  this  outstanding 
opportunity,  please  send  or  e-mail  a comprehensive 
curriculum  vitae  and  accompanying  letter  to  Donna 
Turner  at  Michael  Page  Finance.  Worid  Trade  Center, 
Strawinskylaan  1057, 1077  XX  Amsterdam,  The 
Netherlands,  quoting  reference  DT/56071.  Telephone 
00  31 20  578  9444  or  fax  00  31  20  578  9440. 
e-mail:  d on  natumer^mlchQel  page.com 


Michad  Page 

INTERNATIONAL 


Australia  » China  * France  * Germany  * Hons  Kong  « Italy  » Netherlands  * N<*f  Zealand  * Singapore  » Spain  « UK  * USA 


Speculate  and  accumulate. 


Accountancy  Appointments  every  Thursday  in  the  FT. 

Includes  Tax  Specialists,  Analysts  and  Finance  Directors. 

For  more  information  on  advertising  opportunities  please  call:  Tel:  +44  171  873  3351  Fax:  +44  171  873  4331 


g-a  ' - 
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FINANCIAL  TIMES 


FRIDAY  JANUARY  29  IW- 


Chief  Financial  Officer 

A high  profile  role  at  the  heart  of  a dynamic 
young  software  consultancy 


London 


c £60,000  + Substantial  Package 


With  an  outstanding  track  record  of  growth  and 
an  Impressive  blue-chip  client  base,  this  thriving 
company  Is  poised  for  an  exciting  period  of 
expansion.  The  business  has  consistently  delivered 
successful  and  innovative  software  projects  and  is 

currently  driving  strategy  in  the  field  of  e-commerce. 

The  company  operates  from  offices  in  the  UK.  New 
York  and  India  and  has  grown  as  a direct  result  of 
their  unique  culture.  This  is  based  on  the  strategy 
of  attracting  the  best  people  and  offering  them 
continued  development  within  an  environment 
that  is  both  highly  professional  and  yet 
remarkably  informal. 

As  a result  of  this  growth,  a new  post  has  been 
created  to  take  a leading  role  in  the  development  of 
the  organisation.  Key  activities -will  include 
developing  management  information  systems 
across  the  global  business  and  preparing  the 
company  for  flotation.  Additionally,  the  CFO  will 


contribute  to  strategic  planning  and  maintaining 
financial  controls  within  an  environment  that 
emphasises  decentralisation. 

The  successful  candidate  will  be  a qualified 

accountant  with  approximately  five  years  post 

qualified  experience.  Personal  credibility  will  be  key 
and  individuals  will  relish  the  opportunity  to  drive 
change  in  a challenging  environment,  as  well  as 
demonstrating  strong  leadership  and  organisational 
skills.  Exposure  to  a UK  or  US  flotation,  Ideally 
within  a service  industry,  will  be  preferable. 
International  travel  of  around  20%  is  a requisite. 

To  register  your  interest  In  this  exciting  opportunity, 
please  forward  a full  CV  to  Neil  Hughes  at  Michael 
Page  Finance,  Page  House.  3941  Parker  Street. 
London  WC2B  5LN.  Telephone  0171  269  2442 
or  fax  0171  242  1020,  quoting  reference  478940. 
e-mail:  nel  I hughes@michael  page.com ' 


Michael  Page 
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CadogaN 


Financial  Controller 

Cadogan  Estates  is  one  of  London's  most  eatabBsM  and  respected  property  cqmpanfN*  Tbs  portfolio 
soma  of  the  capital's  most  prestigious  commercial  mid  resMaotW  property  ft  CMvMi 
Sloan©  Street  and  the  Kings  Road  wftti  a value  ft  the  region  of  £900  mfiBon.  G»e*r  vision  and  exciting  puns  tor 
further  development  have  created  a chaBangng  and  sfimalattng  envftmment. 

London  to  £50,000  + Benefi 


As  a result  of  Internal  developments,  a Financial 
Controller  Is  required  to  bod)  control  the  daytoday 
finance  function  and  also  to  review  current  business 
practices.  Managing  a smafl  but  dedicated  teem  end  . 
reporting  to  the  Finance  Director,  your  duties  wfll  Include: 

♦ Preparation  of  budgets,  cashflow  and  profit  forecasts 
and  annual  statutory  accounts. 

♦ Improving  /Inks  between  finance  and  other  key  areas 
whilst  overseeing  and  monitoring  accounting  and 
reporting. 

♦ Development  and  enhancement  or  a newly 
Implemented  accounting  system. 

♦ Analysing  and  reviewing  procedures,  recommending 
changes  where  necessary. 


to  £50,000  + Benefits 

♦ Ad-hoc  reporting  and  preparation  of  Information  for 

the  Board. - 

The  successful  candidate  will  be  a qualified  accountant 
with  2-5  years  post  qualification  experience,  gained 
either  in  commerce  or  the  profession. 

In  adcBtidn.  it  Is  important  that  you  have  the  ability 
to  work  within  a wejl  established  team  and  communicate 
with  people  at  aU  levels.  Strong  PC  skills  are  essential 
and  whilst  previous  property  experience  wouM  be  an 
advantage^  ttls  not  essential- 

interested  applicants  should  send  an  up-todste 
curriculum  vitae,  quoting  ref  482182,  to  Simon  Bell  at 
Michael  Pass  Finance,  Page  House,  3&41:  Parker  Street, 
London  WC2B5LN,  fax  0171  831  8746,  telephone 
0171  269  2448,  e-mail:  slmonbellCvnJchaelp^.cwn 


Michael  Page 
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Financial  Controller 


Glasgow 


c £50,000  + Significant  Bonus 


Our  client  is  a dynamic  subsidiary  erf  an  American 
listed  company,  ft  specialises  in  customer 
relationship  management  solutions  dealing  with 
a blue-chip  client  base.  Through  sophisticated  call 
centre  technology  and  processes,  the  company 
is  able  to  add  value  through  management  of  the 
complete  customer  interface. 

From  a recent  start  in  Scotland,  our  client 
has  significantly  developed  its  business  and 
is  now  ready  for  a period  of  further  growth. 

It  is  looking  to  grow  both  organically  and 
by  acquisition. 

The  company  is  currently  seeking  a Financial 
Controller  who  will  play  a critical  part  In  longterm 
development.  Working  closely  with  the  Chief 
Executive  supervising  a small  team,  he/she  will 
take  full  responsibility  for  all  financial  matters. 
Additionally  he/she  will  play  a full  role  In  the 
following  areas: 

♦ Analysis  of  all  potential  new  business  and 
negotiating  future  contracts. 


♦ Regular  reviews  of  existing  business, 
assessing  profitability  and  customer 
satisfaction. 

♦ Strategic  involvement  In  the  direction  of  the 
company,  playing  a full  role  In  its  development 
including  pan-European  mergers  and  alliances. 

♦ Senior  level  reporting  within  the  US 
headquarters  group. 

Candidates  will  be  qualified  accountants  with 
an  impressive  academic  background.  They 
should  have  already  had  exposure  to  analysis 
and  decision  support  ideally  within  a fast  moving 
PLC.  They  should  be  capable  of  adding  value 
throughout  a business  and  be  fully  aware  of 
servicing  client  needs. 

Interested  candidates  should  apply  to  Sandy 
Bell,  Regional  Manager,  Michael  Page  Finance, 
150  West  George  Street,  Glasgow  G2  2HG. 

Fax  0141  331 1426.  Reference  number  478357. 
e-mail:  sandybell@michaeipage.com 


I Michael  Page 
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Commercial  Finance  Manager 

Fuller  Smith  A Turner  boasts  an  Impressive  track  record  of  mixing  tradition  with  award  winning  brands  In 
both  Its  products  and  outlets.  Premium  brands  such  as  London  Pride  and  ESB  are  fundamental  to  achieving 
projected  0owth  and  supporting  the  exploitation  of  new  maket  opportunities. 


West  London 

This  key  position  forms  part  of  the  senior 
management  team  which  governs  the  strategy  of 
the  Beer  Company,  one  of  the  three  operating 
divisions.  You  will  be  expected  to  challenge  existing 
practices,  drive  through  change  and  thus  enhance 
profitability.  As  well  as  overseeing  the  monthly 
reporting  process  you  will  develop  production  and 
sales  plans,  provide  Incisive  management 
information  and  conduct  customer  profitability 
reviews.  Prospects  within  the  business  for  high  . 
achievers  are  superb. . 

The  successful  candidate  will  be  a highly  computer 
literate  .accountant  with  at  least  five  years  post 
qualified  experience  gained  within  a manufacturing 


c £45,000  + Car  + Benefits 

or  related  background. 'Previous  experience  of 
change  management  and  Involvement  in 
commercial  projects  would  be  an  advantage. 

The  role  will  require  an  effective  communicator  and 
a resilient  character,  together  with  evidence  of  a 
proactive  and  self-motivated  style.  Staff 
management  experience  is  essential. 

Interested  candidates  should  forward  a 
curriculum  yttae  with  details  of  current 
remuneration  to  Martin  Dowson  at  Michael  Page 
Finance,  Page  House,  394-1  Parker  Street, 

- London  WC2B  5LN,  fax  0171 242 1020.  quoting  ref 
479394.  email;  rnartindowson@michaelpage.com 


Michael  Page 
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Divisional  Financial 
Controller 


Kent 


c £40,000  + car  allowance  + bonus 


Our  client,  a leading  European  transport  Pic,  with  a 
turnover  of  £600  million,  is  currently  going  through 
a period  of  development  and  expansion  within  a 
competitive  and  dynamic  marketplace. 

A requirement  has  been  identified  for  a 
commercially  focused  professional  to  join  the 
finance  team.  Reporting  into  the  Group  Financial 
Controller,  key  responsibilities  will  include 
the  following: 

♦ Key  involvement  in  the  commercial  aspects 
of  the  business  paying  particular  attention  to 
the  Management  Information  Systems, 
procurement,  capital  expenditure  and  cost 
management 

♦ Ensuring  that  the  management  Information 
produced  tty  the  department  facilitates  effective 
decision  making  by  line  managers. 


♦ Provide  input  to  the  Head  of  Business  Services 
upon  all  aspects  of  the  financial  status  of 
the  division. 

Suitable  candidates  will  be  ACMA  or  CIMA  qualified 
accountants  who  possess  costing  experience 
gained  within  a heavy  machinery  manufacturing  or 
supply  chain  environment.  Furthermore,  candidates 
should  possess  a strong  mix  of  technical  and 
commercial  based  skills,  combined  with  high  levels 
of  motivation,  credibility  and  confidence. 

If  you  feel  you  have  the  ability  to  contribute  to  our 
client’s  ongoing  success,  please  send  your  CV 
along  with  current  remuneration  details  to  Alistair 
Robinson  or  Huw  Rothwell,  quoting  reference 
479812,  to  Michael  Page  Finance,  Cygnet  House, 
4547  High  Street,  Leathern ead,  Surrey  KT22  8AG. 
Telephone  01372  375661.  Fax  01372  370101. 
email:  aiistalrrobinson@michaelpage.com 
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Focusing  on  Clients 
Life  Assurance 
Specialists 


Deisitte& 

Touche 

& 


Our  gobai  financial  senrfees  practice  is  rnpkfly  expanding  to  moot  Its  objective  at  doubling  In  sfco  In  less  than  five  years. 
Our  strategic  focus  an  clients,  Unking  assurance  and  advisory  services,' has  led  to  irigniflcaiit  atidk  wins  and  our  advisory 
practice  has  more  than  dorttod  hi  the  last  year.  Oar  success  has  created  an  opportunity  for  Ufa  Assurance  Specialists  in 
our  London  basad  practice. 

City  Partnership  Prospects 

With  a focus  on  personal  achievement  you  have  the  . Successful  candidates  will  be  ambitious  qualified 

opportunity  to  Join  us  and  fashion  your  own  workload  wither  accountants  protoaWy  wwktrg  in  the  profession  wtth  a 

a supportive  environment.  Your  personal  development  wlfl  minimum  of  three  years  post  qualification  experience  in  the 
be  ovr  priority  to  see  that  you  achieve  your  ambitions,  life  assurance  sector, 

whether  they  are  aimed  at  partnership  In  the  short  or 

medium  term.  Your  responsibilities  win  include:  You  wW  11370  a first  class  technical  knowledge  of 

. Managing  a portfolio *of  dtents  on  usurance  and  3 ,alMy ' » 

advisory  Dmipnts  experience  Of  assurance  and  advisory  work.  You  will  need 

auvisory  prqjecra.  to  display  a client,  focused  approach  and  excellent 

♦ Development  of  products  and  services  fertile  fife  communication,  presentation  and  serf  man  cement  skills 

assurance  marketplace  coordinating  wtth  our  Remuneration  packages  will  be  commensurate  wtth 

regulatory,  actuarial,  tax  and  advisory  specialists.  experience  and  your  potential. 

Interested  applicants  should  ftxwart  a full  curriculum 
- requ  ents-  vitae  to  our  retained  consultants,  Jim  Richardson  ACA 

♦ Development  and  Implementation  of  marketing  plans.  *nd  Cdln. Hawkins  ait  Michael  Page  Finance.  Page  House 

♦ Training  and  developing  of  our  resources.  . 478165,  wnafi:  mpfJte@mlchaelpage.com  * 


With  a focus  on  personal  achievement  you  have  the  . 
opportunity  to  Join  us  and  fashion  your  own  workload  within 
a supportive  environment  Your  personal  development  wlfl 
be  our  priority  to  see  that  you  achieve  your  ambitions, 
whether  they  are  aimed  at  partnership  In  the  short  or 
medium  term.  Your  responsibilities  will  Include: 

♦ Managing  a portfolio  of  clients  on  assurance,  and 
advisory  prefects. 

♦ Development  of  products  and  services  for  the  fife 
assurance  marketplace  coordinating  wtth  our 
regulatory,  actuarial,  tax  and  advisory  specialists. 

♦ Technical  research  Into  the  market  place  and  regulatory 
. requirements.  . 

♦ Development  and  Implementation  of  marketing  plans. 

♦ Servicing  and  developing  international  opportunities. 

♦ Training  and  developing  of  our  resources. 


Miehad  Page 
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The  Financial  Times  will  publish  the  next 

CIMA  Passed  Finalists  Results 

on 

Monday  February  15 

To  advertise  please  contact  Vivienne  Eka  : 

Tel:  +44  171  873  4095  Fax  : +44  171  873  4331  Email  : vivienne. eka<§Tt. com 

FINANCIAL  TIMES 

No  FT,  no  comment. 
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FINANCIAL  TIMES  FRIDAY  JANUARY  29  1999 


EUROPEAN  TAX  DIRECTOR 


LONDON 


Ai  ific  cuuing  eijgc  of  new  media,  ibis  impressive  debt-free  group  has  recently  announced 
further  double  digit  Rains  m both  revenues  and  profiobOtty. 

As  one  of  the  world's  leading  full  service  consumer  advertising  ggiws«t.  iftr  company 
counts  amongst  its  efious  some  of  tbc  world's  most  prestigious  corporations. 

With  nearly  340  offices  in  more  than  70  countries,  tbc  group  has  further  plans  to 
extend  the  company's  position  as  the  world's  leading  provider  of  buegcatcd  bidding 

marketing  services. 

In  onki  to  EadHutc  these  planfc.  the  group  now  seeks  to  appoint  a European  Td 
Director 

Responsible  for  the  European  and  Asian  region,  principal  acrouaobffirles  for  the 


successful  individual  will  include: 

• development  of  tax  and  financing  structures  and  strategy  for  the  region 

• reviewing  and  making  recommendations  on  a variety  of  Issues,  inducHng  acquisitions, 

divestments  and  new  renames 

• liaising  With  the  US  and  providing  US  cue  advice  on  prefects 

• providing  advice  on  the  taxation  of  intcDecrual  property 

It  is  envisaged  that  the  successful  individual  will  be 

• an  experienced  international  cut  specialist  with  a ntinimum  of  the  tears'  post  qualification 
experience,  gained  within  a major  Dun  of  pruTessfanal  advisers  or  a commercial  organisation 

• highly  mottiaicd  and  a self-saner  with  the  enciRy  to  drive  the  planning  process 


EXCELLENT  PACKAGE 


■ bright,  confident,  analytical  and  highly  commercial  in  outlook 

• a strong  cofflmuiBcitur  able  to  work  .successfully  in  a cross-cultural  and  diverse 
organisation  with  senior  management  and  outside  advisers 

To  discus*  the  opportunity  to  woti  in  ihh  highly  xuxaeJui  and  exceptionally  jarung 
company,  interested  applicants  should  contact  Andrew  Rick  from  the  Tax  Division  of 
Robert  Whiten  Associates,  on  0171  379  3333  or  unite  endaung  a Curriculum  Vitae  mating 
current  nanuneratiuo.  to  Robert  Wallers  Associates,  10  Bedford  Sweet.  London  WC2E  9HE 
fax;  0171  915  8714-  E-mail:  undrew JddtBrobcnwaJtCTSXom 
Web.  bnpe//www  .robes  watosxwn 

You  may  abo  apply  via  http^/tap8rfoni/Robert_WWtos  quoting  reference  K»'2"S 
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ROBERT  WAITERS  ASSOCIATES 


THAMES  VALLEY  IMS! EIDAN 


USSELS  FIASIfriT  *E*  YOU  SONG  KONG  SINGAPORE  'TOO  EY  «IlloMU  lIligiM  SIlLINbTUN  AILAIANU  )tlllt**IYIV 


Finance  Director 


Major  UK  charity 


c.£60,000  + Car 


London 


Important  strategic  role  in  high  profile  charity  concerned 
with  the  welfare  of  a vulnerable  sector  of  the  community. 


THE  CHARITY 

♦ Well  established  whh  circa  2000  employees  and  an  annual 
income  of  more  than  £60  million  and  growing.  Financially 
sound. 

♦ Network  of  offices  and  facilities  in  the  UK  with  considerable 
international  operations. 

♦ Provides  wide  range  of  practical  assistance  and  advice: 
campaigns  on  behaff  of  its  sector. 

THE  POSITION 

♦ Board  appointment  reporting  to  Director  General  and 
making  a major  contribution  to  the  strategy,  policy  and 
future  direction  of  the  charity. 


♦ Work  dosely  with  the  Chairman  and  Trustees  and  act  as 
Company  Secretary. 

QUALIFICATIONS 

♦ Qualified  accountant  with  record  of  success  and 
achievement  at  senior  level  m a commercial  environment. 

♦ Strategic  approach  with  fair  and  imagination. 

♦ Effective  manager  and  motivator  with  experience  of  a broad 
range  of  relevant  functions. 

♦ Commercial  perspective  whilst  having  empathy  with  the 
aims  of  a very  worthwhile  'people'  charity . 

♦ Excellent  communicator  with  presence  and  authority,  able  to 
establish  credfaby  within  the  charity  and  represent  it  exremaSy. 


Manage  a team  of  70  staff  through  Heads  of  Department  for  establish  credfofay  within  (he  charity  and  represent  r 

Finance.  IT.  Human  Resources  and  Administration. 

Please  send  fall  cv,  stating  salary,  ref  PS20I2I8FT,  to  NBS,  54  jenmyn  Street;  London  SWfY  6 LX 
Fax  01 7]  495  1383  Etna8  mikec@nb-selectionxo.ulc  Tel  0171  493  6392 


Aberdeoi  • Birmingham  • Bristol  * Cardiff  ■ City  • Edinburgh  * Glasgow 


Leeds  ■ London  * Manchester  ■ fades  • Skttfjfi  • Frankfurt  - tfedrid  ■ Paris 


A BNB  Resources  pic  company 


NBS 


SO  9002  Registered 


Finance  Director 


c.£5 5,000  + Bonus  + Car 


North  West 


y 


-I  T S - 


ITS  is  an  established  provider  of  professional  computer  services  to  customers 
operating  in  the  energy,  health  and  utilities  sectors.  A wholly  owned  subsidiary  of 
BNFL  pic,  it  employs  some  500  staff  across  7 locations  in  the  UK.  Currently 
experiencing  considerable  growth,  the  business  requires  a commercially  astute 
finance  professional  to  continue  current  successes  into  the  new  millennium. 


THE  POSITION 

♦ Influential  rttle  supporting  strategic  planning  and  operational 
decision  malting  in  the  company. 

4b  Work  across  functions  to  optimise  efficiency  and  maximise 
profitability.  Spearhead  the  implementation  of  ongoing 
business  Initiatives  to  ensure  best  practice. 

♦ Report  to  Managing  Director.  Lead,  manage  and  develop  the 
finance,  commercial  and  administration  teams. 


QUALIFICATIONS 

♦ Graduate  calibre  and  qualified  with  a proven  track  record  m 
fast  moving  service  sector  companies  - ideally  in  the  IT 
arena. 

♦ Strong  technical  competence  combined  with  the  ability  to 
respond  to  wider  business  issues.  Computer  literacy 
essential  M&A  experience  an  advantage. 

♦ Lateral  thinker  and  adept  team  player.  Excellent 
Interpersonal  skills.  Proactive,  'can  do'  approach. 


Please  send  M cv,  staling  salary,  ref  MN20I I49FT,  to  NBS,  CourthlD  House,  Water  Lane,  Wilmslow,  Cheshire  SK9  5AP 
Fax  01625  539801  Email  carokn@nbselection.c(Mil(  Tel  01625  539953 


Aberdeen  • Birmingham  • Bristol  • Cardiff  • Gty  • Etinburgfi  • Glasgow 


Leeds  • London  * Manchester  * fadkn  * Soiqfi  - Ftinfcfiit  • Madnd  • fans 


NB  Selection 


A BNB  Resources  pic  company 


NBS 


Financial  Services 


ISO  9002  Registered 


WINFIELD  WARD 

is  an  innovative  Consultancy 
with  specialist  skills  in 
the  placement  of 
international  accountants. 
With  combined  experience 
of  over  twenty  years  in 
the  UK  and  overseas 
markets  the  company 
can  offer  a wide  range 
of  career  opportunities 
and  specialist  advice. 


vm 


WINFIELD  WARD 

Internaiionai 
Search  & Selection 


WORLDWIDE 
BUSINESS  REVIEW 


LIl^_ 


London  Excellent  Packages  gd&f  man  group  plc 

E D & F Man  is  an  International  company  with  wo  principal  businesses:  the  supply  of  agricultural 
products  and  die  provision  of  financial  services. The  Group's  origins  date  back  more  than  200  years 
to  tha  original  sugar  business  and  the  intervening  years  has  seen  the  group  eonsofidaca  Its'  position 
as  one  of  the  worlds' principal  suppliers  of  sugar,  cocoa,  coffee,  edible  nuts  and  spices  do 
International  branded  food  and  beverage  nranufrcnirers.The  acquisition  in  /una  1997  of  Cargflft 
worldwide  molasses  business  also  established  them  as  a leatfing  trader  and  dtaributor  of  molasses. 
Their  international  brokerage  and  spedaEsc  asset  management  businesses  offer  Institutions  and 
other  dienes  the  benefit  of  Man's  experience  ki  the  commodity  and  financial  markets.  As  a clearing 
member  of  the  major  exchanges  worldwide.  Man  has  access  do  all  futures  markets  and  aho 
opwasas  for  Its'  clients  in  the  interbank  foreign  exchange  market.  In  May  1998  the  acquisition  of 
the  brokerage  accounts  and  relationships  of  Gerald  FfoancU  Group  ensured  Man's  entry  as  a Ring 
Deafing  Member  of  the  London  Meal  Exchange. 

Today  the  group  has  a global  focus  employing  some  4.000  people,  in  more  than  60  countries. 
Continued  expansion  and  Internal  promotion  mean  that  Man  now  seek  to  recruit  further 
individuals  to  join  the  Group  Internal  Autfit  department 

This  high  profile  team  supports  Group  and  divisional  management  rosponsMe  far  worldwide 
operations  by  assisting  in  the  performance  of  Business  Review  and  other  ad  hoc  assignments  within 
both  the  agricultural  and  financial  services  businesses.  Afl  work  is  risk  focused  and  requires  the 
Identification,  verification  and  Implementation  of  business  objectives.The  department  also  takes 
responsibility  for  post  acquisition  reviews,  and  business  process  reviews  and  undertake 
seosndmencf  to  inumaziam!  fine  rdra  or  a reguhr  basis. 

fared  at  Sugar  Quay  in  the  Gty  of  London  but  whh  scope  to  relocate  globally  candidates  should 
be  graduate  accountants  (ACA.ACCA,  C1MA  with  up  to  5 years  pqe)  or  recendy  qualified  MBA. 
Fluency  In  a second  language  Is  preferred  and  ontfidaces  offering  Spanish.  Portuguese  and  Eastern 
European  skills  wffl  be  of  particular  interest.  Management  Consulting  and  Corporate  Finance 
experience  are  desirable  and  candidates  must  poetess  the  personal  credOri&ty  to  work  with 
management  and  staff  at  afl  levels.  Wimngness  to  undertake  a very  high  level  of  crave]  Is  essential 
as  is  a flexible  and  hands-on  approach. 

A first  daw  benefits  package  is  offered  to  attract  future  senior  management  within  the  UK 
and  on  a global  basis. 

Interested  candidates  should  forward  their  CV  toe  Mlchaol  Winfield, 

Winfield  Ward  Search  & Selection  Limited,  Merevale  House,  Parkshot, 

Richmond,  Surrey TW9  2RG. Telephone;  0181  322  2020.  FacsimBe:  0181  332  0909. 
Evenlng?!Weekendx:0!B!  943  0414  Eamafb  mpw.wmfward@cw«Htunet 


MerRianta 

HEAD  OF  FINANCE 

Aer  Rianta,  tbe  Irish  Airports  Authority,  wishes  to  appoint  a Head  of  Finance  responsible  for  the  overall 
development,  direction  and  management  of  its  Finance  function.  Aer  Rianta  is  a major,  commercial 
company  responsible  for  the  development  and  management  of  Dublin,  Shannon  and  Cork  airports,  as 
well  as  substantia]  airport  interests  and  retailing  operations  overseas.  It  employs  over  2,400  personnel  and 
its  activities  include  airport  management  and  operations,  retailing,  property  development  and  car  parks.  It 
also  owns  and  manages  the  Great  Southern  Hotels  group.  Tbe  combined  activities  of  the  group  have  a 
turnover  of  some  £250  million. 


The  person  appointed  will  be  a key  member  of 
the  senior  management  team  in  the  company  and 
will  be  responsible  for  all  aspects  of  the  group 
Finance  function  including  financial  planning, 
treasury,  financial  forecasting  and  control, 
systems  development  and  capital  investment 
plans.  The  successful  candidate  will  be  expected 
to  contribute  dynamically  to  the  development  of 
strategic  initiatives  in  a period  of  massive  change 
and  opportunity  for  the  company. 

The  ideal  candidate  will  be  professionally  qualified 
in  a relevant  discipline.  He/she  will  have  an 
outstanding  record  of  achievement  in  a large 
commercially  driven  organisation.  Personal 


competencies  of  achievement,  drive,  analytical 
thinking  and  communications  will  be  critical. 
Other  essential  skills  will  include  the  ability  to 
lead  aod  facilitate  change  both  in  the  Finance 
function  and  throughout  the  company. 

The  position  carries  an  attractive  remuneration 
package  which  will  be  discussed  at  interview. 


Please  write,  stating  how  yon  meet  the 
requirements  and  enclosing  a C.V.  to 
Eamon  Drea,  Hay  Management  Consultants, 
Newmount  House,  22/24  Lower  Mount  Street, 
Dublin  2,  Ireland,  quoting  reference  50095. 


Aer  Rianta  is  an  equal  opportunities  employer. 


HayGroup 


Kscm/ 

gwcudM  Oilicjtmi  , 


Excellent  compensation 
package 


Global  Telecoms 
Group 


Washington  DC 


I Cli  icT  I itianc  i a I Officer 


«TE  RfflSnirw  « the  Chief  Executive,  playfoq  a key  business 
leadership  rok (with 

the  company,  making  a si^ntficant  Input  to  corporate 

strata 

■ Ensuring  an  excellent  working  relationship  with 
cSS/s  global  InveBOTS  and  portnen,  £**»**• 
(lass  mancial  information  and  cooperation; iprep-™* 
the  company  Uncial  ««*<*»  and  structures  for 
future  funding  needs. 

Directly  responsfote  for  the  functional  «sHV  «* 
™ txH-formance  of  the  company*  finance  tern. 

treasury  financial  5“f  ^ SS’JS 
and  performance  monftonng.  Focuson  enhancing  risk, 
management  systems. 


Tab  0171  298  3333 
Fax:  0171  298  3388 

math  ]willlamsOsp*ncerstu»rtcom 


THE  QUAUR  CATIONS 

■ An  accountant  ideally  with  an  MBA  and  15  years' 
experience  in  a broad  range  of  senior  finance  positions 
in  major  international  organisations.  Understanding  of 
the  telecoms  world  an  advantage. 

■ ExetMtiwpresaftObiCOnvindnfl  at  the  most  senior  levels 
of  management;  a first-dass  eommunkator  inside  and 
outside  the  company.  Highly  motivated  and  dynamic  a 
skilled  negotiator. 

■ A bread  strategic  thinker  who  is  aka  a hands-on 
business  driver.  A true  teem  player  with  a strong  and 
robust  personality  capable  of  thriving  in  a fast- 
changfog  aid  exiting  environment.  AUe  to  provide 
strong  leadership  to  a tfiwne  cultural  m*  of  people. 


Selector  Europe 


Span  cr  Stuart 


Hum  reply  whh  tidi  details  toe 
'illlltnr  Europe,  Ref-  TJV/1ZaZ2-U19. 
ta  cunMoaftt  rim 
London  W2  ZED 


GROUP  FINANCIAL  DIRECTOR 

Spearhead  strategic  international  growth 

Substantial  six  figure  package 

Ross  Breeders  Group  is  a newly  formed  holding  company  and  is  die  result  of  an  innovative  £100m 
venture  capital  project  by  BC  Partners.  It  brings  together  three  highly  successful  operating  companies 
from  the  UK,  America  and  Germany -and  a trading  arena  that  covers  70  countries  throughout  the  world. 

The  business  is  leading  edge  poultry  breeding.  The  stature  is  world  class.  Add  to  this  a radical  expansion 
strategy  - and  you  begin  to  get  the  picture. 

We  need  a truly  exceptional  individual  to  lead  Group  Finance  activities  and  make  an  immediate 
contribution  to  future  growth,  development  and  profitability.  Working  alongside  the  Group  Chief  Executive 
there- will  be  a need  for  strategic  vision  and  entrepreneurial  flair,  as  wall  as  a strong  background  in 
international  currency  hedging,  interest  cost  management,  risk  and  other  treasury  matters. 

Large  scale  Group  experience  is  pre-requisite.  You  could  currently  be  an  FD  within  a substantial 
manufacturing  or  distribution  group.  Alternatively  you  could  be  an  MBA  with  a background  in  investment 
banking  or  treasury  management  for  a group  of  companies.  Either  way  you'll  be  a inspirational  leader  with 
the  ambition,  credibility  and  flair  to  make  it  happen. 

You  will  be  based  at  ingtiston,  near  Edinburgh.  A substantial  executive  package  is  offered,  including 
a first  class  salary,  bonus,  company  car,  Bupa  and  pension. 

informal  discussions  are  welcome.  Contact  John  Ewart  Group  Chief  Executive  on  0131  333 1056,  ext  133. 


To  apply,  please  sand  a comprehensive  CV  to: 
John  Hogarty,  Personnel  Conuiltgnt  Ross  Breeders, 
Newbridge,  Midlothian  EH28  8SZ,  Scotland. 


d> 

ROSS 


spanning  33  countries 


^ '*!'  With  a turnover  in  excess  pf  SebiTTtan,  the  Arrow  Corporation  employs  9,000  people,  with  a ^ _r_ a 

fcfV V‘: -^r /-  t r.^n^ in  every  continent  The  European  area  comprises  of  3 regions  - Central,  Northern  and  Southern.  Northern  Europe  s the  largest 
^ " •?;S>'-  T ~'f  - feyer  wife  a turnover  of  JfWfflon,  1,600  employees  and  28,000  customers  across  8 countries  trading  in  a mulfriuitency  environment 


FTNANCIAJL TIMES  TR1  DAY  JANUARY  * 


ace  to  stand  and  I will  move  the  earth. 


» 


■rfX ' • As  the  world's  leading  distributor  of  electronic  components  Arrow  has  achieved 
■>  ■■;■  service,  innovation  and  a quality  approach.  We  have  built  an  enviable  reputS 

company  with  a global  presence  and  a culture  whkh  Is 


mt-fo  customer 
unique  and  evolutionary 
tated  and  dynamic 


Director  of  Finance 


■Northern  Europe 


This  is  an  outstanding  Opportunity  to  develop  productive  relationships  with  people  at  all  levels  across  a wide  range  of 

cultures  and  establish  best  practice  to  ensure  maximum  performance. 


sS£ .ti  In  this  newly  defined  prestigious  role,  your  brief  is  to  work  closely  with  the  MD  Northern  Europe,  who  reports  directly  to 
CEO  of  the  Corporation,  and  produce  high  quality,  timely,  accurate  arid  meaningful  data  for  our  Senior  Executive  team.  A 
itliral  mentor  with  inimitable  style,  you  win  inspire,  influence  and  harmonise  the  regional  finance  teams  through  a visronaiy 

approach  to  operational/MIS  issues  and  long-term  business  objectives. 

We  are  seeking  a Graduate  qualified  accountant  with  at  least  8 years  broad-based  post  qualification  experience  gained  in  a 
distribution,  FMCG  or  other  fast-paced,  high-transaction  environment  Highly  energised  with  a significant  record  of 
achievement  in  a Senior  European  role,  you  have  wdl  developed  commercial,  management  and  prioritising  skills, 
excellent  powers  of  persuasion  and  the  ability  to  manage  change  effectively  and  undertake  special  projects.  Experience  of 

acquisitions  is  essential  and  a second  language  would  be  preferable. 


The  role  entails  frequent  travel  and  will  undoubtedly  lead  to  career  progression  across  Europe  or  the  USA  in  the  longer  term, 
therefore  you  must  be  mobile  and  able  to  relocate.  The  salaiy  and  benefits  package  will  reflect  the 

status  of  this  senior  position. 


Please  send  your  personal  and  career  details  in  confidence  to  Harriet  Green,  Managing  Director, 
— Arrow  Northern  Europe,  St  Martins  Way,  Cambridge  Road,  Bedford  MK42  OLF,  UK. 

Td:  +44(0}  1234  791449.  Email:  northemeurope@arrowuk.com  www.arrow.com 


ARROW. 


ARROW  NORTHERN  EUROPE 


flNANOAL  CONTROLLER 

05370  - £28,625 


CBcntUf  hactHOK  , 


of  a!  ffwiv*11  rc*unK  |#tPral'!!n 

SSKSm  SS** 

wrcrvatoJ  •* 


i j.  -ijt  n-»  iMiiin  iiiiikt  


<-—«r?£S5 

* r wttk  a lean  s you  opotoxe  wim  - 


•ir.ii.'.if/Ans  shades  bo  jub.ritted  to 

- c.;'  -rr-0':  irri  -WATER  HOUSE. 

'•HALL  iL-fti.  “ 

. n-.n-,::  n?:  P.vc  ft-i 2 1 2iC  2*** 


f 


Jggg3V9ljgBE7rr-S~  • 


Speculate  and 
accumulate. 


Accountancy  Appointments 
every  Thursday  and  Friday  in  the  FT. 


For  jtierti  information  on  .idvertiftinR  opportunities 
p'crLSO  coll: 

Tel:  -44  171  S73  3351  Fox:  ->-14  171  873  433X 


ACA  USA 


Competitive  Salary  + Benefits 

Audit  Roles  in  California 


The  sunshine  state  hi  offering  the  hottest 
prospects  for  International  audit  professionals. 
Our  client,  a US  $4.6  billion  Fortune  500 
industrial  company  has  operations  around 
the  world,  but  .it's  their  Woodland  Hills 
headquarters,  in  one  of  the  most  attractive 
areas  of  California,  that  presents  the  brightest 
proposition  for  the  two  Chartered  Accountants 
they  are  keen  to  recruit. 


experience  is  not  mandatory,  It’s  important  that  you 
have  the  International  mindset,  opacity  for  lateral 
thought  and  the  advanced  Interpersonal  skills  required 
to  propose  workable  solutions  and  defend  your 
recommendations  In  culturally  diverse  environments. 


You’ll  conduct  acquisition  and  divestiture  reviews, 
together  with  audits  of  operations  spanning  industry 
sectors  Including  commercial,  marine,  defence  and 
information  technology.  Wforidrig  closely  with  all  levels 
of  management,  you  will  also  evaluate  and  Improve 
internal  controls  and  procedures. You'll  spend  around 
40%  of  your  time  travelling  throughout  the  ISA. 


You’ll  fnd  that  Corporate  Audt  presents  a first-class 
training  ground  for  long-term  career  enhancement  and 
success  here  wifi  present  many  on-going  opportunities 
to  move  on  to  other  roles  within  the  organisation.  In 
addition  to  an  attractive  sabry,  you  wffl  enjoy  relocation 
assistance  which  wifi  cover  visas  and  work  permits.. 


Your  one  to  four  years'  PQE  following  your  ACA  will 
have  been  pined  within  a major  UK  audit  practice, 
preferably  one  of  the  Big  five. Although  international 


Interested  applicants  should  apply  to  Robert 
MacmiBan  stating  current  remuneration  and 
quoting  reference  number  UKRI 10355  at 
Nicholson  International  (Search  & Selection 
Consultants),  Bracton  House,  34-36  High 
Holbom,  London  WC1V  6AS.  Alternatively, 
fax  your  CV  on  0171  404  8128,  or  e-mail: 
vanessajonas@nkhalsonintLcom 


tTB  NICHOLSON 
tNTERNATIC 


TIONAL 


Si  Orrieit  • 34  Countiiis  * Oxi  vuioi. 


*/ 
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Financial  Controller 


International  Contracts  Management 


Hettfonfcliire 


c£6QOOO + bonus  + 1 


A major  kitematfonal  materials  handing  company,  designing,  specifying  and  instaffing 
state-of-the-art  systems  for  a wide  range  of  dientcompaiwes-  Dynamitand  substantial  growth 
is  planned  for  the  immeefate  future  and  this  role  will  be  pivotal  to  the  company^  success. 


Hie  Role 

• Develop  and  maintain  a secure  and  reliable 
reporting  and  control  environment  for  three 
operating  units. 

• Work  closely  with  the  sales  and  project  teams  to 
provide  financial  expertise  and  support  in 
evaluating  and  monitoring  contracts. 

• Provide  commercial  advice  to  the  senior 
management  team  to  improve  profitability  and 
cash  generation. 


The  Cancfidate 

• A qualified  accountant  with  at  least  ten  years' 
experience  some  of  which  must  have  been  gained  in 
a cxmtract/jpreject  based  environment 


A strong  commercial  sense  and  the  ability  to 
contribute  to  the  business  as  a whole. 


Wefi  developed  interpersonal  and  corruriunications 
abilities,  wflforg  to  travel  extensively. 


Please  write  in  confidence!,  with  fan  career  and  currait  satary  defedfa,  quoting  reference  BflB/1 568 


Tel:  0171  499  8811  Fax:  0171  670  3410 
e-mail  stephensrtihKfgersxom 


1 

•'  


The  Financial  Times  will  publish  the  next 


CIMA  Passed  Finalists  List 


Monday  February  15 


An  extensive  range  of  newly-qualified  opportunities 
and  accountancy  positions  with  salaries  up 
to  £34k  will  be  advertised  on  this  date. 


To  advertise  in  this  edition,  please  contact 


Vivienne  Eka 


Tel:  +44  171  873  4095 


Fax  : +44  171  873  4331 


Email : vmenne.eka't'ft.com 


FINANCIAL  TIMES 


No  FT,  no  comment. 


Major  European  Financial  Institution 


City  - To  £55k  plus  bonus  and  other  banking  benefits 


a Our  client  Is  a major  force  In  the  international  hanking  arena  with  a presence  in  23 
countries,  it  has  a long  tradition  of  success  in  equities  markets  around  the  world  and  its 
record  in  major  privatisations  is  second  to  none.  Our  dient  is  seeking  to  strengthen  its 
analytical  expertise  in  the  finance  function  by  malting  ihe  following  appointments. 


Financial  Processes  Consultant 

m in  this  new  role  the  appointed  candidate  will  lead  key  initiatives  to  improve  the  effectiveness  of 
the  finance  control  function.  These  include  establishing  BPR  review  teams  aimed  at  redesigning  key 
finance  processes;  creating  internal  performance  productivity  measures  of  the  finance  control  function 
and  benchmarking  with  competitors  and  preparing  strategic  analysis  for  the  global  investment  bank. 


m Preferably  educated  to  MBA  standard,  candidates  will  be  qualified  Accountants  who  can 
demonstrate  a detailed  understanding  of  key  financial  processes;  constraints  and  drivers  in  the 
financial  services/securities  industry  as  well  as  possessing  a thorough  understanding  of  activity 
based  accounting  frameworks.  Ref.  PM327. 


Senior  Business  Analysts  - 
Global  Technology  Control 

a These  are  client  facing  roles  acting  as  the  primary  interface  between  Global  Technology  Control. 
Global  TT  directors  and  the  front  and  back  office.  Following  an  extensive  relationship  building 
process  with  senior  management  the  appointed  candidates  will  be  expected  to  develop  a thorough 
understanding  of  IT  strategy  and  deftvery  in  order  to  provide  added  value  management  information 
to  IT  management  and  the  business.  A key  aim  will  be  to  provide  effective  performance 
measurement  of  the  IT  function  in  order  to  prove  business  value. 


m Suitable  candidates  will  be  qualified  Accountants  with  at  least  three  years'  PQE  in  a blue  chip 
environment  and  some  experience  of  IT  control,  ideally  within  the  financial  services  sector.  To  gain 
the  confidence  and  support  of  the  business,  candidates  wffl  need  to  demonstrate  excellent 
relationship  management  skills.  Ref.  PM328.  . 


To  be  successful  in  either  of  these  opportunities,  candidates  will  be  selfstarters  who  possess 
excellent  leadership  and  communication  skills  with  a demonstrated  ability  to  be  effective 
within  a matrix  structure. 


To  apply  for  either  of  these  opportunities  please  wend  your  C V together  with 
current  salary  details  to  PaulModley,  Ernst  Ok  Young  Executive  Scorch  & Selection, 
Rolls  House,  7 Rolls  Buildings,  Fetter,  Lane,  London  EC4A  1NH l quoting  the 
appropriate  reference  number.  Fox  0171  931  1023  or 

e-m^UpmodloyOccMnsty^OMk  Alternatively,  contact  Paul  Modley  or  Kevin  Raina 
on  0171  931  1005 1 day f or  0950  IIO  543  (eve)  for  an  initial  discussion. 


HI  Ernst  &Young 


The  United  Kingdom  firm  of  Ernst  & Young,  is  a member  of  Ernst  & Young  Imemauonal 


RCISS 


C.  London 


Highly  Competitive  Package 


Reiss  Is  a dynamic  new  force  In  the  design,  marketing  and  retailing  of  high-tashton  menswoar  clothing.  Crowned 
.'FHM  Menswear  RetaBer  of  the  Year'  for  1997.  the  Group  is  currently  Implementing  an  aggressive  plan  for  national 
and  International  expansion. 


As  part  of  a major  programme  to  Improve  the  efficiency  of  financial  and  management  reporting  systems  across 
the  Group,  we  are  now  seeking  a highly  motivated  and  exceptionally  capable  finance  professional  to  take 
respondbfflty  for  the  ongoing  development  and  Implementation  of  thfc  programme.  The  successful  cancfidate  wffl 
Join  a small  Innovative  and  proactive  team  responsible  for  afl  aspects  offlnanctal  management  and  control  of 
the  Group. 


A key  element  of  tills  challenging,  hands-on  rote  wffl  be  the  development  of  internal  accounting  controls  and 
management  reporting  systems,  with  paticutar  emphasis  on  providing  quality  financial  Information  on  a timely 
basts  to  glide  the  Group's  expansion  plan. 


This  appointment  requires  a high  degree  of  decfication  and  commitment,  and  Is  best  suited  to  someone  who 
excels  Jn  a fast  moving  and  demanding  environment.  The  successful  candidate  wffl  be  a quaified  Chartered 
Accountant  (or  equivalent),  with  a proven  track  record  In  a retail  environment.  [deafly.  he  or  she  wffl  have  a 
minimum  of  three  years  retail  experience.  • 


The  company  offers  a very  generous  and  comprehensive  remuneration  package,  together  with  excitina  corner 
development  opportunities  for  the  right  candidate.  ^ car8er 


Please  send  faff  personal  and  career  details,  including  current  remuneraflon  and  ciaytime  telephone  number 
fa  confidence  to  Darren  Reiss,  Reiss  (HokRngs)  Limited.  The  Reiss  Buffeting,  1 14  Kings  Road,  London  Sto/1  arx  ' 

Fax 0171 2254901. 


OXFORD 


UNIVERSITY  PRESS 


Commercial  Director 


Educational  Publishing 


c £50,000+ car 


If  you  think  you  meet 
these  requirements, 
please  write  with  full 
career  detalk  toe 


Oxford  Umvmity  Press  is  tbe  world's  large! 
-university  press,  with  a turnover  of  around 
£300  rnfflion  and  a presence  in  more  than  50 
countries. 


to  promote  efficiency, 

profitabffity.  and  financial  comroL  You  will  be 
managmgyour  own  small  team  including  an 

■SKSBfiW-Sass-a 

ssssat 

as  with  fellow  finanS  6 
Professionals  m dw  wider  organization. 


Martin  Havelock, 

Croup  Personnel  Director 
Okford  UnSwenflty  Press. 
Great  darendon  Street 
Oxford  0X2  6DP 
Closing  date  for  receipt  erf 
applications  is 
Friday  12  February  1999. 


com 


Our  UK  Educational  Tension  publishes  a large  - 
range  of  books  and  courses  for  schools, 
including  the  widely  used  Oxford  Reading 
Use.  and  a broad  and  highly  regarded  fist  for . 
children  and  young  adults. 

We  are  looking  for  a qualified  accountant  - 
with,  broad  post-quabficatioii  experience  to 
make  an-imniediat£,  grnhHwagtiic  aontributioii 
to  the  team  managing  this  successful  and 
dynamic  business. . 

Repotting  to  the  Dlvinonal  Managing ; 
Director,  you  will  be  working;  with  jour 
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EXCELLENT  CAREER  OPPORTUNITIES 

SAP  - MANUGISTICS 


COMPETITIVE  PACKAGES 


BASED:  THE  NETHERLANDS,  FRANCE,  BELGIUM,  GERMANY 


THE  COMPANY:  Our  Client  is  one  of  the  few  truly  international  world-leading  cosmetics  and  fragrance  companies,  tts  success  is  built  on  its  philosophy  to  empower  individual  and  team,  on  flexible  thinking  and  behaviour,  on  the  highest 
levels  of  innovation,  on  commitment  to  the  team  and  the  company,  on  high  energy  levels  and  on  the  process  of  constant  learning.  They  are  undertaking  the  implementation  of  a Business  Process  Re-engineering  (BPR)  moving  in  a horizontal 
procas -oriented  structure.  To  support  the  Re-engineering,  SAP  has  been  selected.  A new  complex  to  house  a fully  integrated  European  Shared  Service  Centre  and  Central  Distribution  will  redesign  the  future  of  this  Company.  You  will  enjoy 
the  diversity  of  different  nationalities  who  actively  encourage  cross-cuttural  thinking.  The  working  language  is  English,  in  addition  any  and  all  European  languages  are  welcomed.  To  respond  to  rapid  growth  and  projected  expansion  in 
building  an  IT  group,  they  are  seeking  dynamic  individuals  with  team  spirit  and  strong  communications  skills  to  work  in  this  exciting  environment. 


APPLICATIONS  SUPPORT  DIRECTOR  (Ref:  FT3280) 

THE  ROLE:  Reporting  to  the  Vice  President,  ERP  Operations,  you  will: 

• be  of  vital  importance  upon  the  start-up  of  the  new  ERP  system,  provide  general  application  management 
support  once  implemented  and  coordinate  development  and  integration  of  key  boh-on  technologies  to  the 
core  system 

• provide  management  guidance  to  junior  members  of  the  core  configuration  team  and  insure  that  business 
processes  within  a vertical  function  are  configured  and  implemented 

• plan  programming  efforts  in  conjunction  with  the  Application  Service  Management  team 

THE  PERSON:  The  ideal  candidate  should: 

• have  expertise  in  SAP.  Manugistics  or  other  bolt-on  technologies 

• have  analytical  skills  and  the  ability  to  easily  communicate  in  both  business  and  technical  terms 

• have  extensive  experience  implementing  an  ERP  solution 

• have  business  knowledge  in  a variety  of  industries  (FMCG  or  Cosmetics  would  be  a plus) 

SUPPORT  SERVICES  DIRECTOR  (Ref:  FT 3281) 

THE  ROLE  Reporting  to  the  Vice  President.  ERP  Operations  and  leading  the  support  organisation,  you  will: 

• be  primarily  responsible  for  the  technical  assistance  to  the  ERP  application 

• deliver  through  your  internal  organisation  and  third  party  vendors  a full  range  of  services  including  technical 
sendees,  in-country  support  analysis.  Help  Desk,  Training  Services  Tools,  EDI.  Intra net/I ntemet  srte  services 

• coordinate  support  activities  with  the  roll-out  of  the  ERP  system  across  Europe 

» ensure  top  quality  service  through  ongoing  measurements  and  productive  improvement  plans 

THE  PERSON:  The  ideal  candidate  should  be  experienced: 

• in  leading  a team  of  technical  support  managers  and  outsourced  sen/ices 

• in  managing  EDI  services  and  their  integration  with  large  scale  ERP  systems  such  as  SAP  and  Manugistics 

• with  NOS,  Desktop  Operating  Systems,  Frame  Relay  communications,  TCP/IP  transport  protocols, 
scriptwriting  with  UNIX 

• in  implementing  Internet/Intranet  technologies,  establishing  best  practices  in  testing  new  software  and 
managing  security  policies  and  procedures 

QUALITY  ASSURANCE  DIRECTOR  (Ref:  ft 3282) 

THE  ROLE:  Reporting  to  the  Vice  President,  ERP  Operations,  your  responsibilities  indude: 

• management  of  QA  Testing  Services,  Production  Scheduling,  Security  and  Profile  Management  and 
Production  Transfers  together  with  management  of  the  ongoing  quality  testing  software  enhancements 

• operation  of  a newly  implemented  ERP  system  that  indudes  both  Manugistics  Demand  and  Supply  Planning, 
Manugistics  Transportation  Management,  SAP  and  a variety  of  bolt-on  systems  that  indude  Warehouse 
Management  and  Sales  Force  Automation  applications 

■ ensuring  the  quality  of  new  functionality  and  software  changes  being  brought  into  a production 
environment  and  that  each  component  software  module,  including  interfaces,  is  tested  and  transferred  into 
a production  operating  environment 

• developing  security  and  profile  management  polides  and  executing  those  polides  via  an  outsourcer 

• ensuring  that  production  schedules  are  developed  and  processed  per  user  requirements 

THE  PERSON:  An  excellent  communicator,  well  versed  in  the  management  of  security  policies  and  procedures, 

the  ideal  candidate  should  have: 

• prior  knowledge  in  the  delivery  of  technical  information  systems  within  the  UNIX  and  Windows  NT 
operating  systems  as  well  as  expertise  in  SAP  and  Manugistics 

• extensive  functional  experience  within  ERP  applications  and  its  related  technologies,  with  NOS  such  as  UNIX 
and  NT,  Desktop  Operating  Systems  such  as  Windows  95, 98  and  NT  as  well  as  Frame  Relay  communications 
and  TCP/IP  transport  protocob 

• experience  in  implementing  InterneVlntrariet  technologies,' script  capability  with  UNIX  and  Orade,  extensive 
knowledge  in  establishing  best  practice  in  testing  new  software 

• experience  in  developing  and  controlling  a production  processing  environment  for  a large  company 

DATA  MODELLING  DIRECTOR  (Ref:  FT  3283)  . 

THE  ROLE:  Reporting  to  the  Vice  President  WW  Architecture  and  supervising  a team,  you  will: 

• be  responsible  for  Data  Modelling  worldwide  by  developing  the  information/data  model  that  will  be  used  as 
the  template  for  the  application  and  data  designs  of  the  future 

• develop  the  key  coding  relationships  of  information,  such  as  ftem  codes,  harmonizing  these  coding 
structures  across  the  various  legacy  systems  and  defining  the  template  for  the  ERP  systems  induding 
Manugistics  and  other  bolt-on  technologies 

• coordinate  data  integration  of  bolt-on  technologies  to  the  core  ERP  system 

THE  PERSON:  The  ideal  candidate  should: 

• have  a unique  talent  to  develop  business  information  templates 

• have  knowledge  of  the  consumer  products  or  related  industry  (FMCG  or  Cosmetics) 

• be  at  ease  with  internal  customers,  software  and  hardware  suppliers  and  keep  people  'in  the  loop' 

• have  expertise  in  5AR  Manugistics' Dr  other  related  bolt-on  technologies  and  systems 


INFRASTRUCTURE  DELIVERY  & VENDOR  RELATIONS  MANAGER  (Ref:  FT 3284) 

THE  ROLE:  Reporting  to  the  Vice  President,  WW  Architecture,  your  key  activities  include: 

• development  and  implementation  of  the  ERP  system,  specifically  Manugistics  Demand  and  Supply  Planning, 
Transportation  Management  and  SAP 

• establishing  relations  with  outsourcing  companies  to  ensure  complete  understanding  of  service  level  agreements, 
contract  compliance  and  service  level  delivery 

■ ensuring  that  NOS  and  Desktop  Operating  Systems  are  implemented  according  to  standards  as  well  as  working  with 
Countty  IT  Directors  in  the  implementation  of  a variety  of  technologies 

■ enforcing  Year  2000  standards  and  ensuring  compliance  in  internally  developed  software 
THE  PERSON:  With  prior  management  and  programming/analysis  experience,  you  should: 

• have  knowledge  in  the  delivery  of  technical  information  such  as  the  UNIX  operating  systems,  NOS  (Window  NT 
and  Novell),  Desktop  Operating  Systems  (Windows  95,  98  and  NT)  and  communication  systems  such  as  Frame  Relay 

• be  experienced  in  implementing  Internet/Intranet  technologies  and  ERP  systems 

■ have  expertise  in  SAP,  Manugistics  or  other  related  bolt-on  technologies  and  systems 

• have  business  knowledge  m a variety  of  industries,  ability  to  communicate  both  in  business  and  technical  terms 

• have  experience  in  managing  a team  of  technical  support  analysts 

DATABASE  ADMINISTRATOR  (Ref:  FT 3285) 

THE  ROLE:  Reporting  to  the  Vice  President,  WW  Architecture,  you  will: 

• be  primarily  responsible  for  ongoing  development  and  support  of  Orade  Relational  Database  Management  System  (RDBMS) 

• provide  general  technical  support  in  the  implementation  of  the  ERP  system,  ensuring  database  integrity,  backup 
disaster  recoveiy  and  database  tuning 

• apply  OSS  patches  to  the  SAP  systems,  establishing  profiles  and  security  policies  in  coniunction  with  the  Vfi  WW  Architecture 

• design  and  develop  the  Control  and  Transport  System  of  SAP  ensuring  control  of  software  objects  with  the 
Enterprise  environment  as  well  as  system  stability'  in  relation  to  the  database 

THE  PERSON:  At  ease  with  customers,  suppliers  and  peers,  the  ideal  candidate  should  have; 

• a successful  background  in  the  development  of  large  scale  information  warehouse  technologies  that  utilise  such 
tools  as  Oracle  Sales  Analyser  (OSA),  Orade  Financial  Analyser  (OFA)  and  other  OLAP  type  technologies 

• extensive  UNIX  experience  and  scriptwriting  capability  with  UNIX  and  Oracle 

• the  ability  to  thrive  on  change  and  have  knowledge  of  the  consumer  products  or  related  industry 

• extensive  functional  experience  with  an  ERP  solution  and  its  related  database  management  system 

• in-depth  knowledge  of  Orade  as  well  as  other  RDBMS  such  as  DB/400,  SQL  Server 

APPLICATION  SERVICE  MANAGEMENT  DIRECTORS  (11  positions) 

THE  ROLE:  Reporting  to  the  Vice-President,  Process  Improvement  Management  and  leading  a team  of  System 
Analysts,  you  will  be: 

• responsible  for  developing  and  configuring  specific  modules  of  the  ERP  system  within  the  Financial  and  Supply  Chain  areas  , 

• acting  as  the  centre  of  expertise,  reconciling  business  requirements  with  system  functionality 

• planning  and  coordinating  the  development  effort,  assuring  the  integration  of  bolt-on  systems  in  the  core  ERP 

• implementing  the  new  solution,  leading  the  conversion  activity  with  legacy  teams  and  training  key  users 

Considering  the  broad  scope  of  the  ERP  system,  several  positions  are  proposed  focussing  on  specific  applications 
which  may  be  combined  considering  your  personal  interest  and  experience: 


Supply  Chain  Positions 

DEMAND  AND  SUPPLY  PLANNING  (MANUGISTICS) 

(Ref:  FT 3286) 

PURCHASING 

(Ref:FT3287) 

TRANSPORTATION  AND  FREIGHT 

(Ref:  FT  3288) 

WAREHOUSE  MANAGEMENT 

(Ref:  FT 3289) 

ORDER  PROCESSING 

(Ref:  FT 3290) 

SALES  FORCE  AUTOMATION 

(Ref:  FT  3291) 


Financial  Positions 

REPORTING,  SPL  BUSINESS  PERFORMANCE 

(Ref:  FT 3292) 

PLANNING  / COSTING 

(Ref:  FT 3293) 

ACCOUNTS  PAYABLE  / ASSET  MANAGEMENT 

(Ref:  FT 3294) 

GENERAL  LEDGER  / CONTROLLING 

(Ref:  FT  3295) 

EXTERNAL  INTERFACING  / HYPERION 

(Ref:  FT 3296) 


THE  PERSON:  The  ideal  candidates  will: 

• possess  excellent  communication  skills  in  business  and  technical  terms  and  be  at  ease  with  internal  customers 

• have  successfully  partidpated  in  the  configuration  and  implementation  of  such  modules 

• demonstrate  extensive  functional  experience  within  a given  application  (SAR  Manugistics  or  other  bolt-on  methodologies 
such  as  ASAP) 


Please  forward  your  resume  with  cover  letter  quoting  the  appropriate  reference  number  on  all  correspondence.  Applications  will  be  treated  in  the  strictest  confidence. 
Antal  International,  2nd  Floor,  90  Tottenham  Court  Road,  W1P  OAN,  England  Tel : + 44  (0)  171  637  2001  Fax:  + 44  (0)  171  637  0949 

E-mail:  cv@antal-int.com  www.antal-intcom 

Antal  International  Ltd 

V\  Global  Recruitment  Solution  Applied  Locally ' 
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HUNGARY 
• UKRAINE 


Baring  Asset 
Management 


Business  Analyst 

Fund  Performance 
Systems 

£ Excellent 
j-  Banking  Benefits 


McGregor  ■ Boyall 


Baring  Asset  Management  is  an  autonomous  business  within  the 
ING  Group  operating  as  a highly  snceessfal  unit  with  over  £25 
billion  assets  under  management  and  key  investment  offices  in 
each  major  time-zone.  The  firm  has  an  exceptional 

commitment  to  IT  with  a culture  of  open  commmuraoon  and 
targeted  management  that  allows  positive  interaction  between 
IT  and  business  areas.  They  are  currently  recruiting  an 
experienced  Business  Analyst  with  a track  record  in  defiveriag  Fbnd 
Management  performance  systems, 

The  role  is  to... 

m provide  business  analysis  for  all  performance  calculation,  analysis  and 
reporting  requirements; 

• produce  structured  analysis  to  document  use  cases,  data  modeh. 
sequence  diagrams  and  entity  relationship  diagrams  as  pan  of  system 
development  projects; 

• work  vitli  the  Head  of  Performance  Business  Unit,  senior  business 
users  and  systems  development  teams; 

• identify  and  propose  performance  system  development  strategy 
and  approach. 

You  wilL.. 

• have  a minimum  of  rwo"  years’  experience  working  with  investment 
management  performance  systems  and  knowledge  of  WM 
andCAPS; 

• have  a minimum  of  five  years’ strucnirtti  business  analysis  experience 
in  a development  project  team,  ideally  with  both  package  and  m-honse 
development  projects; 

• have  worked  on  at  hast  two  major  projects  with  direct  responsibility 
for  deriving  requirements;  ' 

• be  educated  to  degree  level; 

• he  PC  Etentc  with  MSOffice  experience,  any  aroosurt  to  kige  dieat 
server  based  iciploneiicrxionj  with  Select  CASE  Tool  preferred 

or  Fiona 
to 

Boyall  Associates,  quoting'  reference  BMFT676, 
lesex  Street,  London  El  7JH.  Fan  0171  247  7475. 
cfLnchOmcgie  gOr-boyalLconi  or  visit  out  web-titt  sc 


For  fonher  information,  please  contact  Eaten  Higgins  or  Ffaa 
Wright  on  0171  806  1420-  AhenmneJys  please  send  your  CV 
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Consulting  Opportunities  in 

Investment 
Banking 
and  Financial 
Systems 

Excellent  packages, 

City  locations 


DotJoicHtlix  n iptci.T?!  cor-s;iltinc  ccir.panv  offering 
.senior  business  and  technology  consuiunt.  service>.  in  riie 
international  banking  community  in  tin  City  «r.d  in  rh.* 
rn’in  European  financial  centres. 


We  are  seeking  experienced  consultants,  project  managers,  and 
business  analysts,  with  experience  gained  in  asset  management, 
investment  banking  and  professional  services  sectors,  ideal  applicants 
should  display  expertise  in  one  or  more  of  the  following: 

• debt  and  equity  business  and  infannattou  systems  experience 

• securities  financing  induding  repo, 

stock  borrowing/]  ending  and  custodian  activities 

• asset  management  front  and  back  office  busineaa  skills, 
ioefadtug  private  banking  and  institutional  fund  wbm^hmii 

9 Investment  banking  business  and  system  sklQs 
9 metals  trading,  front  office,  risk  management  and 
settlement  experience 

9 business  and  systems  knowledge  or  third  party  products, 
such  ax,  doss,  Kondor+i  and  Summit. 

In  addition  to  [he  skill  sets  outlined,  .Double Helix  requires 
professionals  who  are  not  only  interested  hi  working  in  a dynamic 
consulting  environment,  but  who  have  the  desire  and  ability  to 
partidpaie  actively  fat  the  development  and  growth  of  DouUeHeiix.  In 
addition  to  their  consulting  responsibilities. 

Please  e-maD  CVs,  including  ynur  ctmna  number  to 
David  Downte  or  Geoff  Dixon  it  e-man  address: 

DonblHXifl  aoLcom 
Alternatively  please  write  to 
DotiMeHellx  Software  and  Services  Ltd, 

1 Grandand  Court,  Bow  Lane,  London,  EC4M  9EH. 

Teh  0171 329  2517  (Rue  0171  248  3687.) 


empk>yees@your .fingertips 


IT  Appointments  in  the  FT.  Includes  Developers,  Business  Analysts  and  Project  Managers. 

For  more  inform, Ttion  oieise  cal!:  Tel:  +44  171  S73  4006  Fax:  +44  171  S73  4331 
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IT  Appointments 


QUANTITATIVE  / RISK  ANALYST 


Oor  diem,  a major  European  investment  bank  and  key  player  in  FX  and  tateretf-raie  products  is  currently  looking  to  recruit  two  dynamic 
individuals  for  the  following; 


< huniUiatiw  Rcst-urcin' 


ROLE:  Reporting  to  tbe  Head  of  Qmtoritaive  Research,  the  role  win  work  closely  with  other  quantitative  analysts  to  develop  the  imfflwnimkai] 
framework  for  risk  analysis  onder  extreme  scenarios  across  our  FX  and  interest  rate  businesses.  This  wfll  involve; 

> Understanding  and  developing  die  full  range  of  statistical  theories  to  the  bank's  range  of  harnesses,  as  Extreme  Wine  theoy,  and  the 
modeOing  of  eonelBiioa  between  tmuket  variables. 

*-  Identifying  and  developing  a risk  measurement  approach  to  enable  die  bank  u monitor  its  business- wide  extreme  scenario  risk  (both  market 
and  credit). 

»■  Developing  cotfc  to  calculate  risk  measures  hosed  oa  the  above  models: 

The  role  is  a maths  research  role. 

EXPERIENCE:  PhD  in  statistics  or  a Qnanntative  subject,  and  up  to two  yeacs  experience  of  statistical  analysis. 


Risk  Amtivsi 


An  individual  with  a Marfas/Pfrysics  degree  (Post  Doc.  Preferred)  along  with  2-t  years  trading  or  analysis  background  with  a knowledge  of  FX 
Options. 

THE  ROLE  CONSISTS  OF: 

>■  Review  and  criticism  of  pricing  models  lor  EX  & interest  rate  derivatives  developed  by  tnadmg  tmfte,  both  from  a mathemaricolAbeofeticaf 
perspective  as  well  as  of  the  implemented  model  in  the  batik's  systems  including.  If  necessary,  review  of  die  rod* 

> Review  tmd  monitoring  of  the  exotic  derivatives  portfolios  and  for  supporting  die  local  risk  nwreyr*  in  t/wr^n  helping  them  to 
□nderstaoding  the  transactions  and  report  the  risk  in  the  exotic  portfolios. 

NEW  PRODUCT  PROCESS  WORK: 

> Define  or  evaluate  and  approve  methodical  approaches  to  be  adopted  for  new  products. 

>*  ffruiriHWag  ontiMncw  and  conaflency  of  methodical  approaches  adopted  for  ride  manayr^mf  |Hirp^T9tB. 

»-  Define  or  evalnare  and  approve  defanh/M-bar.k/irBrinn3dnriong  which  naght  he  naaeggary  nr  ifaarAtyfy-w^hniad  ^ «wwmin»l  maenna 
This  will  focus  on  Pricing,  Market  Price  Risk  and  Counter  Party  Risk. 


Please  contact  Alex  Blair  om 


Tel: 

Fax: 

Email: 


0171  335  5890 
0171  335  0008 
a.blair@huxley.co.uk 


INVESTMENT  BANKING 
America  House,  2 America  Square,  London  EC3N2AH 


Director  of  Group  IT/IS 


service 


• Attractive-  salary  phis  benefits 

• London/Barcelona/Milan 

Our  diem  is  a major  pn-Emopcaa  ouaouaaqg  provider  of 
digital  reprographic  and  office  services  with  mm  bases  in 
London.  Barodoas  and  Milan.  Tbe  compny  has  experienced 
dramsic  growth,  bath  «y’«'  and  by  induing  tbe 


recent  acquisition  of 


HnMngi  ptc  in  tbe  UK. 


and  now  employs  1200  people  across  seven  eoumries  and  has  a 
turnover  of  over  £100  otilfioa.  an  of  which  has  been  achieved  in 
14  months.  Following  this  considerable  growth  the  comproy  now 
wishes  to  appoint  a Director  of  IT/IS  worldwide  to  be  based  in 
one  of  die  above  crocs,  wroirting  to  tbe  successful  candidate's 
preference. 

The  role  will  be  a samegie,  operational  mdeonsnerdal  one.  Key 
responsibilities  wig  include  review  of  the  entrant  IT  provision  and 
devising  and  jmpfancuemrat  of  a strategy  to  integrate  the 
company's  IT  services  across  tbe  European  conrinem.  to  provide 
a bands  oa  service  for  each  individual  ush  and  develop  with  tbe 
key  staff  tbe  service  provision  for  maxim  am  efficiency  and 
(yngfh  to  die  N.rernnts  (tom  M1S/TT.  In  n#»i«i  tbe  Director,  as 
pod  of  the  senior  «—|pw*  team,  will  be  sn  important 
contributor  m the  development  of  technology  based  services 


KPMG  Selection  & Search 


Os&ifficteg 

i ^ i * 

. —a r-r  of  e^perme  ™UBr 
within  ^ fecSUny  ^ barf  m A»«  **** 

technologies  on  ^ **£*£*> 

offerings,  including  E W1|h  * least  foot  !*£* 

A graduate  (preferably  ' jffir  function.  the  wM"** 

people  management  funds-**  kauwlolge 

server  sndfar  distributed  ^ leading  data*** 

of  nenmnks.  Wi*k£  to 

technologies  will  be  ncc“'^l  n ^ux  mwukrn  u * 
commercial requirements roeffioent  n r 

feature  of  the  role.  mananrfol  «bWty. 

If  yon  h»e  tbe 

combined  wilb  prefer* Wy  «®  * 

10  ^^TcVtogefber  with 

Eruaib  bemanL®rmtf@lq»ii«J:o.uk 


IT  BANKING  PROFESSIONALS 


PROJECT  MANAGERS 

Project  your  vision... 


IT  BANKING  PROFESSIONALS 


PRINCIPAL  CONSULTANTS 


Delivering  the  best,  to  the  best 


Our  a tent  is  a major  international  bank 
operating  in  Globa!  Markets.  A market  leader 
in  its  sector,  it  is  delivering  a new  systems 
strategy  which  will  position  the  bank  for  the 
new  Millennium.  The  delivery  of  this  key 
strategy  has  resulted  in  a number  of  career 
opportunities  for  Project  Managers  to  be 
responsible  for  the  implementation  of  these 
system  initiatives. 

Project  Manager  - 
General  Ledger 

An  experienced  Project  Manager  is  required  to 
implement  a new  general  ledger  system.  This 
new  solution  will  replace  a number  of 
easting  accounting  systems,  by  using  the 
latest  technology  and  application  software. 
This  will  result  in  a high  degree  of  flexibility 
for  the  group,  supporting  its  changing  and 
evolving  business  requirements. 

You  will  ideally  have  an  accounting 
background  with  experience  of  managing  a 


major  implementation  of  a general  ledger 
system  for  a financial  institution.  This 
experience  will  be  complemented  by  proven 
prefect  management  skills  and  structured 
methodologies  to  ensure  successful  delivery. 
Experience  of  SAP  or  GEAC  SMARTSTREAM 
would  be  useful. 

Project  Manager  - 
Middleware 

An  experienced  Project  Manager  is  required 
to  manage  the  implementation  of  a 
middleware  solution. 

This  new  solution  will  standardise  the 
interlaces  and  the  transfer  of  information 
between  different  systems  in  the  group. 

This  will  result  in  standard  messaging  both 
Internally  and  externally,  enhancing 
communication  capabilities  to  be  more 
efficient,  more  effective  and  easier  to  change 

You  will  have  experience  of  managing  major 


projects,  implementing  systems  of  this  nature, 
which  demands  an  understanding  of  the 
business  and  technology  issues  involving 
systems  integration  and  data  rationalisation. 
Ideally  experience  of  NEON,  MINT  or 
CL0VSUEAF  would  be  useful. 

Both  of  these  roles  demand  an  experienced 
and  professional  individual  with  excellent 
communkaijcn  sJotts  as  you  will  be  wotting 
with  many  different  divisions  across  this 
group.  These  opportunities  provide  eccdlcnt 
exposure  to  the  latest  systems  and 
technologies  as  well  as  working  with  a fast 
moving  organisation  offering  excellent 
career  potential. 

Please  send  your  CV  In  confidence  or 
Alan  Summers  quoting  reference  FT01990  at 
S&H  Consulting  Limited,  Lloyds  Avenue 
House,  6 Uoyds  Avenue,  London  EQN  3AX 

TeL  (0171)  481 1171. 

E-mail  - alan@shconsultingxo.uk 


Our  dient  is  a blue  chip  international 
corporation  with  a well  respected  and 
growing  consultancy  practice.  Its  clients 
include  major  banting  and  financial 
institutions  worldwide.  It  has  suaxss&dly 
established  itself  as  a major  plaint 
competing  and  winning  business  from  the 
traditional  consulting  firms  which  has 
resulted  in  the  need  to  identify  Principal 
Consultants  to  build  on  this  success. 

Leading  a team  of  consultants  to  develop 
and  deliver  new  initiatives,  you  will  have 
responsibility  for  a portfolio  of  clients 
with  multiple  assignments  and  projects. 

This  is  a key  high  profile  position. 

It  demands  skills  in  managing  people, 
managing  dient  relationships  and 
managing  the  development  of  the  business. 


You  will  be  with'  a major  consul fancy 
firm,  software  house  or  bank  providing 
solutions  for  treasury,  capital  markets, 
derivatives,  fixed  income  and  equities 
with  experience  of  delivering  major 
projects  or  initiatives  in  one  or  more  of 
the  following  areas; 

• front  End  Trading  Systems 

• Risk  Management 

• Asset  Management 

• Middle  Office 

• Bade  Office  Settlements  Systems 
•ftyments 


Well  respected  within  your  current  role, 
you  will  also  be  highly  regarded  by  your 
peer  groups  both  personally  and 
professionally; 

This  is  an  opportunity  to  buikl  a business 
based  an  successful  foundations.  Your 
success  will  be  well  rewarded  and 
recognised.  There  will  be  no  tamers  to 
limit  your  career  potential. 

Please  send  your  CV  in  confidence  to: 
Alan  Summers  quoting  reference 
FT0199C  at  S&H  Consulting  Limited. 
Uoyds  Avenue  House.  6 Uoyds  Avenue. 
London  EC3N  3 AX 

Tel:  (0171]  4ST  1171. 

E-mail:  alan@shconsultingxo.uk 


BANKING  FINANCE  & GENERAL  APPOINTMENTS 
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behind  the 
megawatts 


© Financial  Analyst 

PSEG  Global  Is  one  of  the  fastest  growing 
independent  power  developers  In  the  world.  As 
part  of  the  PubBc  Service  Enterprise  Group  of 
energy  companies  we  bring  a heritage  of  over 
90  years  In  the  business  of  electricity 
generation,  transmission  and  distribution  as  wefl 
as  gas  supply  and  distribution.  We  produce  and 
defver  electricity  to  a vast  range  of  customers 
and  are  at  the  forefront  of  providing  energy 
solutions  across  the  globe. 

As  part  of  otff1  continued  regbnafisation 
strategy  our  London  office  (headquarters  for  - 
our  Europe,  Middle  Eastern,  African  and  Indian 
operations)  is  seeking  to  strengthen  the  team 
responsible  for  developing  our  business 
throughout  the  region  with  the  appointment  of 
an  additional  Financial  Analyst  As  an  integral 
member  of  the  development  team  you’ll  help 
assess  the  financial  viabffity  of  PSEG  GtotieTs 
international  projects  by  working  closely  with 


the  development  team  ki  defining  their  financial 
and  economic  parameters.  Primary  responsMHy 
wll  be  to  establish  the  base  model,  provide 
the  investment  parameters  aid  advise  on  the 
transaction/  project  structure  risks.  This  wiB 
involve  providing  several  scenarios  per 
project,  preparing  the  financial  section  of 
bid  documents,  board  approvals,  fipandng 
models.  Information  memoranda  etc, 

A graduate  with  a Masters  or  MBA,  you  should 
have  over  5 years’  professional  business 
experience,  wSi  at  least  2 years  most  recently  in  a 
Simla- rote.  This  shoiid  have  given  you  a 
thorough  undaretaraflng  of  financial  principles 
and  capfiai  budge&ig/  engineering  econorrrics, 
and  helped  you  develop  an  eye  for  detail  and 
strong  arfyflcal  sfcas.  R should  also  mean  you 
have  a good  underetanefing  of  the  impgcations 
of  relevant  taxes,  legal  issues,  power  industry 
pricing  regulations,  accounting  and  financial 


alternatives.  Knowledge  of  a foreign  language 
would  be  useful. 

The  role  is  based  in  London  but  will  involve 
extensive  travel,  it  will  particularly  appeal  to 
someone  with  an  entrepreneurial  bent  who 
refishes  the  opportunity  to  be  part  of  an 
anting  new  operation  in  a rapidly  growing 
business  segment 

If  you  meet  the  description,  you  certainly  won’t 
be  disappointed  by  the  salary,  benefits  and 
prospects  offered.  Please  send  your  CV,  to 
Susan  Pybus,  PSEG  Global  UcL.  8 Bourdon 
Street,  London  WIX  9HX. 

PSEG  Global  is  an  Equal  Opportunities  Employee 


PSEG 

Global 


fantastic 

The  Fantastic  Corporation  has  developed  the  first  Broadband  Multimedia  Broadcast 
system.  Based  In  Zug,  Switzerland,  wfth  subsidiaries  In  Europe,  the  USA  and  Asia,  we 
are  aggressively  expanding  Into  the  Business  rnaitat  to  enhance  Global  Business 
Communication.  For  our  Marketing  Team  in  Swftartand  we  are  looking  for 

Market  Intelligence  Consultant 

To  maintain  a corporate  awareness  of  market  conditions  that  afreet  the  existing  and 
projected  products  and  services  of  The  Fantastic  Corporation,  to  provide  the  statistical 
basis  for  tbe  business  plans  to  determine  Return  on  Investment  and  priority  of  new 
product  developments  and  to  alert  the  company  to  any  radical  changes  in  the  market 
structure  that  affect  the  company's  competitive  positioning.  Responsibilities  indude 
periodical  reporting  on  customer  and  competitor,  analyste  tracking  key  niche  market 
areas,  identifying  new  market  areas  and  potential  alliance  partners  or  acquisitions  in 
the  market 

Oar  Ideal  candidate  has;  an  academic  background/degree.  preferably  In  busteess  or 
compiler  technology,  experience  in  marketing  communications,  analysis  preferably  with 
a Market  Analysis  company  in  IT,  Telecoms  or  Multimedia  (business  and  financial 
moddfing  a distinct  advantage),  excellent  communicator  skSs  in  Engftsh  (German  a 
plus)  and  the  ahfffty  to  relate  complex  issues  and  tecfmolotfes  In  a simple  aid  concise 
manner: 

We  offers  The  dynamism  of  a fart-growing  company  with  165  employees,  a 
stimulating  work  environment  with  growth  opportunities,  a young  and  multicultural 
team  with  more  than  18  nationalities,  and  an  It  infrastructure  with  the  latest  systems 


If  you  are  ready  to  join  one  of  the  fastest  growing  companies,  please  send  cover  letter 
arid  resume  to  Carolyn  FDDml  (afoalimtefarnastitcom): 

The  Fantastic  Corporation,  BahnhofStnwse  12, 

6301  Zug,  Switzerland 


fantastic 

The  Fantastic  Corporation  has  developed  the  fijrt  BrpatfoarW  Mulflmdla'Broadcart 
system.  Based  In  Zug,  Switzerland,  with  subsidiaries  in  Europe,  its  USA  and  Asia,  we 
are  aggressively  expanding  into  tbe  Business,  maiket.to  enhance  6tobal  Business 
ComrmmkaBon.  For  our  Markrtteg  Team  Svflzarland  we  are  looking  for:  • 

Documentation  Specialist 

To  communicate  the  company's  marketing  positioning,  product  line  and  image  in 
documentation  to  support  TheJfenta&c  Corporation’s  marketing  and  sales  activities. 
Responsibilities  Include  producing  brochures,  product  and  data  sheets,  case  studies, 
articles  and  standard  and  customized  , presentations  for  conferences  and  . •:  * ^ 

congresses,  etc.  v . 

Oar  ideal  candidate  bas:  an  academic  background,  preferably  frr  communications  or 
journalism,  experience  in  marketing  communications,  corporate  training  or  journalism 
and  knowledge  of  fT  or  business  to  business,  services,  excellent  communication  skids 
in  English  and  good  knowledge  of  German,  the  abfifiy .to  describe  highly  technical 
concepts  and  products  In  simple  language  formass;  audiences  and  oqierienca  wftta 
Microsoft  Officff B7  (knowfedge  of  Quaricand/tfrfDustrator  a plus).^ ■ i V 

We  offers  The  dynamism  of  a last-growing  company  wfth  165  employees, ,_i:  ■ 
stimulating  work  envfronmerit  with  growth  opportunities,  a young  and  mutttaittnraJ 
team  with  more  than  18  nationalities,  and  an  It  infrastrortura  with  the  latest  systems 


If  you.  are  ready  to  join  one  of  the  fastest  growing  companies,  please  send  cover  letter 
and  resume  to  Carolyn  Ftiflmi  (dfoeflmiefantasticxorn): 

Tho  Fantastic  Corporation,  llshnliufatraaas  12, 

6301  Zug,  Swrizariand 
https/fwrww^antastic^om 


fantastic  • 

The  Fantastic  Corporation  has  developed  the  first  Broadband  Mufthnedia  Broadcast 
system.  Based  in  Zug,  Switzerland,  with  subsidiaries  In  Europe,  the  USA  and  Asia,  we 
are  aggressively  expanding  Into  the  Business  maitet  to  enhance  Global  Business 
Communication.  For  our  Marketing  Team  in  SwtaBrtand  we  are  looking  for: 

Product  Manag;er 

To  provide  product  managemsrjrfor  aR  revenue  prodods  from  concapt  to  launch, 
clarify  product  objectives  in  themariat  and  ensure  toat  product  requests  from  sales 
meet  with  corporate  ROI,  market  strategy  and  resource  requirements.  Responsibilities 
indude  compiling  product  specifications,,  pricing,  support  arid  release  procedures, 
establishing  time  frames  and  benefit  statement  based  on  product  requests  from 
sates/devetopment,  auditing  Earfy  Adapters  of  toe  the  product  and  ensuring  customer 
expectations  are  met  You  w3  afso  produce  a marketing  opportunity  program,  schedule 
and  progress  the  development  of  the  product  and  ensure  proper  beta  test  and  Release. 
Our  Ideal  candidate  test  si  academic  degree  m business,  computer  technology  or 
mathematics/physlcs.  experience  in  product  safes^  systems  analysis  or  sales  of 
solutions  orientated  appfications  wfth  a midtinational  TT  or  Telecoms  suppfier,  excellent 
negotiation  skHIs  fnfiigfeh  (German  andfor  Kalian  a pkis)  and  the  abaty  to  co- 
ordtortB  different  compettog  resources. 

We  offen  The  dynamism  of  a fest-growtog  company  wfflr  165etrfotoyees,a 
stimulating  work  environment  with  growth  opportuafties,  a youig  and  mattcuitural 
team  wfth  more  than  18  rtafionafities.  and  an  R infrastructure  wfth  the  latest  systems 
and  applications. 

If  you  are  ready  to  join  one  .of  the  fastest  growing  compares,  please  send  cover  letter 
and  resume  to  CarolypFOUmi  {c.foeHnil@fantffitic.com): 

The  Fantastic  Corporation,  Bahnhufetrasxc  12, 

6301  Zttg,  Switzerland 
http:/A*wwJa  ntasUc.com 
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The  FT  can  help  you 
reach  additional 
business  readers  in 
France.  Our  link 
with  the  French 
business  newspaper, 
Les  Echos,  gives 
yon  a unique 
recruitment 
advertising 
opportunity  to 
capitalise  on  the 
FTs  European 
readership  and  to 

funher  target  the 
French  business 
world. 

For  information  on 
rates  and  further 
details  please 

telephone; 

Karl  Loynton  on 

+44  171  873  mi 


Net.  Works 


The  FT  IT  Recruitment  section  is  also  available  all  week 


on  www.FT.com 
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The  benefits  of 
being  disagreeable 

Antony  Thomcroft  spends  a day  with  the  least  popular  visitors  to  the 
new  Watercolours  and  Drawings  Fair  in  London:  the  vetting  committee 

The  British  love  watercolours,  ft  son  of  the  Bourne  Gallery,  leaves 
is  the  national  art  form,  created  a report  with  the  rejected  works, 
and  . brought  to  perfection  by  These  might  have  been  taken 
Turner.  Girtin,  Cox,  Towne.  and  down  because  the  attributed  artist 
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the  like,  and  enthusiastically  pur- 
sued ever  since. 

Certainly,  during  the  great  art 
boom  of  the  1980s.  watercolour 
prices  rose  to  dizzy  heights.  The 
fall,  in  1990,  was  dramatic.  Now 
prices  are  just  about  approaching 
the  levels  of  a decade  ago  and  for 
some  artists,  such  as  Helen 
Allin gh am.  queen  of  the  jolly- 
hollyhock  school  of  verdant  cot- 
tage scenes,  the  peaks  of  1989 
have  yet  to  be  approached. 

The  trade  suffered,  and  then  it 
quarrelled.  The  main  event  of  the 
year,  the  World  of  Watercolours 
fair  in  London,  was  shifted  in  1997 
from  its  traditional  home  at  the 
Park  Lane  Hotel  to  the  Dorches- 
ter. The  dealers  hated  the  change. 
Now  two  of  the  leading  special- 
ists, Julian  Hartnoll  and  Rupert 


is  incorrect,  the  worts  are  in  poor 
condition,  not  a watercolour  or 
drawing,  or  need  re-labelling. 

The  dealers  get  the  chance  later 
to  argue  their  case,  but  in  the 
main  the  discussions  are  amiable. 
On  one  stand,  a small  work  was 
revealed  as  a print,  and  a Vene- 
tian view  by  Samuel  Prout  was 
also  discarded:  “Prout  only  used  a 
reed  pen  and  this  is  done  with  a 
steel  pen",  remarked  one  of  the 
vetters.  At  another  stand,  an 


A vetted  fair  reassures 
both  customers  and 
dealers,  and  keeps  out 
shady  characters 


that  dealers  are  not  re-stocking 
with  suspect  works.  For  the 
expectation  is  that  over  the  four 
days  business  will  be  brisk.  Last 
year  showed  a marked  improve- 
ment in  demand,  and  now  dealers 
are  re-stocking  for  1999. 

The  Watercolours  and  Drawings 
Fair  is  for  the  casual  collector  as 
well  as  the  enthusiast.  There  are 
no  £100,000  works  on  display.  The 
organisers  have  also  cut  down  on 
the  presence  of  dealers  who  offer 
purely  decorative  watercolours, 
although  there  is  no  shortage  of 
good  landscapes  and  cityscapes. 

Most  items  are  priced  below 
£2,000  and  stretch  from  Pre- 
Raphaelite  works  an  the  stands  of 
Maas  and  Martyn  Gregory,  who 
also  has  a Gainsborough  drawing; 
to  unusual  French  interiors 
offered  by  Julian  Hartnoll;  to  car- 
toons at  Abbott  & Holder.  John 
Rae-Smith,  and  Chris  Beetles 
(who  also  offers  perhaps  the  most 


Maas,  have  reclaimed  the  event  ; expensive  item,  a £55.000  land- 
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for  the  trade.  A new  Watercolours 
and  Drawings  fair  has  returned  to 
the  Park  Lane  Hotel  until  Sunday 
night,  with  more  than  so  dealers 
showing  off  their  best  stuff. 

Anyone  visiting  the  fair  this 
weekend  - and  more  than  6,000 
are  expected  - can  be  certain  of 
one  thing.  The  works  of  art  on 
display  will  be  by  the  artists  cred- 
ited on  the  labels.  The  vetting  of 
fairs  is  one  of  those  British  tradi- 
tions which  Is  taking  over  the 
world.  In  the  past.  New  York,  the 
other  great  global  art  centre, 
lacked  an  international  art  fair  of 
any  status  because  the  dealers 
there  objected  to  their  goods 
being  vetted.  Yet  a vetted  fair 
reassures  both  customers  and 
dealers,  and  keeps  out  the  all-too- 
common  shady  characters. 

On  Wednesday  a team  of  deal- 
ers. academics  and  conservators 
spent  an  exhausting  10  hours 
tramping  around  and  making 
themselves  thoroughly  disagree- 
able. The  dealers  are  asked  to  dis- 
appear while  the  experts  crawl  ail 
over  their  stands  - angry 
shouting  matches  are  to  be 
avoided.  Instead,  the  chairman  of 
vetting  committee.  John  Robert- 


Augustus  John  drawing  aroused 
concern  and  the  vetters  decided  to 
ask  the  dealer  for  more  informa- 
tion about  its  origin. 

The  biggest  problem  came  with 
the  new  loir’s  decision  to  accept 
oil  sketches.  One  dealer  had  cov- 
ered a wall  with  Oil  paintings  - 
they  would  bave  to  go.  Elsewhere 
an  acrylic  portrait  was  also  with- 
drawn. 

No  dealers  were  attempting  to 
mislead:  they  had  just  given  their 
stock  the  kindest  interpretation- 
A Rowlandson  drawing  was 
accepted  as  genuine  but  the  col- 
ouring was  thought  to  be  added 
later,  and  must  be  described  as 
such.  A painting  by  de  Wint  was 
re-labelled  “School  of  de  Wint";  it 
was  probably  done  under  his 
supervision.  A typical  Victorian 
life-class  study  of  a nude,  attri- 
buted to  Millais,  had  to  be 
amended  to  “academic  study; 
English  School;  traditionally  attri- 
buted to  Millais”. 

By  the  end  of  the  day's  vetting, 
about  20  works  had  disappeared 
from  the  walls,  but  the  vetters’ 
task  is  not  over  they  must  keep 
an  eye  on  the  stands  to  make  sure 


scape  by  William  Turner  of 
Oxford);  through  Ren  Howard 
nudes  at  Linda  filackstone;  Susan 
Ogilvy’s  botanical  illustrations  at 
Jonathan  Coopes;  and  Charlie 
Mackesy’s  pastels  of  musicians 
and  dancers  at  Flying  Colours. 

The  range  in  appeal  is  also  gen- 
erous - from  a sketch  by  Corot  to 
at  least  two  cartoons  fay  Willie 
Rushton;  one.  of  a drinking  Willie 
offered  by  HartnoU,  the  other, 
showing  him  squaring  up  to 
Muhammad  “I  am  the  greatest" 
Ali  at  James  Huntington-White- 
ley,  who  specialises  in  images  of 
sport. 

The  new  Watercolours  and 
Drawings  Fair  is  very  English, 
representative  of  the  middle  mar- 
ket and  the  middle  classes,  but  it 
does  not  take  itself  too  seriously. 
There  are  cartoons  and  drawings 
for  less  than  £200  and  anyone 
wanting  to  cbeer  up  a room  with 
an  inexpensive  picture  can  hardly 
fail  to  find  something  that 
appeals.  Back  in  the  art  deco  mag- 
nificence of  the  Park  Lane  Hotel 
and  open  from  n am  to  8pm  (to 
6pm  on  Sunday),  admission  £8, 
this  is  one  fair  that  deserves  a 
wider  audience. 


Woman  and  Cat?  by  Wiliam  Roberta;  the  range  in  both  appeal  and  price  at  the  fair  is  generous 
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All  angst  and  inter-active  fun 


Viktor1:  a Bauschian  sUce  of  Roman  Bfe 


Clement  Crisp  reviews 
Pina  Bausch’s  Viktor’ 

The  front  stalls  at  Sadler’s  Wells  are 
more  vivacious  than  usual  this 
week,  thanks  to  the  presence  of  the 
Pina  Bausch  Tanztheater.  I did  not 
feel  exactly  -cheated  that  I missed 
out  on  the  white  buns  spread  with 
jam  that  were  prepared  on  stage  and 
then  served  to  paying  customers, 
since  I was  caught  up  in  the  rush  or 
a girl  racing  - six  tunes  - on  to  the 
stage  to  say  “Good  evening”;  and  I 
was  offered  what  1 hoped  might  be 
saucy  photographs  * alas,  they  were 
snaps  of  a lardy-looking  Elvis  - and 
a choice  of  revolvers.  And  the  cast 
strutted  past  in  a fairly  sprightly 
dance-line. 

AD  this  inter-active  fun  is,  as  we 
know,  par  for  the  course  with  Wup- 
pertal's pride,  visiting  the  Wells  for 
just  four  performances.  Around  the 
world,  where  the  troupe  is  generally 
adored,  the  inconsequential,  the  dis- 
tressing, the  madcap  and  the  some- 
times terrifyingly  moving,  are  the 
signs  and  signals  of  Bausch’s  theat- 
rical ratatouHle. 

That  Bausch  is  a creator  of 
extraordinary  spectacle  there  can  be 
no  denying.  Her  Sucre  tfu  printemps 
of  1975  is  one  of  the  very  best  ver- 
sions of  that  over-choreographed 
score.  Kontokthof,  Nelken  and  1980 


(the  last  piece  of  hers  seen  in  Lon- 
don nearly  two  decades  ago)  and 
Tamobend  have  been  of  exceptional 
interest  and  power.  Hat  she  favours 
a creative  procedure  which  edits  a 
miscellany  of  ideas  first  stated  by 
her  cast  is,  I infer,  a regular  feature 
of  ber  work  nowadays.  That  ber  edi- 
torial function  in  Viktor  (which  is 
the  piece  she  has  brought  to  the 
Wells)  can  seem  all-too-relaxed  is  my 


shovelling  dirt  on  to  tbe  stage  from 
on  high.  So  the  two  sheep,  and  the 
auctions  (of  junk,  and  dogs),  and  the 
cafe-scenes  (there  is  a lot  of  simu- 
lated eating  throughout),  and  the 
oriental  girl  who  is  turned  into  a 
fountain  (her  mouth  constantly 
filled  with  water  which  she  oblig- 
ingly spews  into  a bucket  so  that  a 
couple  of  chaps  can  ablute:  very 
Roman,  this!)  and  the  dazzlingly 


It  is  a theatre  of  desolation,  with  bursts  of  manic 
laughter  to  show  just  how  much  it  all  hurts 

managed  scene  of  utter  urban  chaos, 
and  many  grotesqueries  owed  to  Fel- 
lini films 

Curiously,  in  portraying  the  inhab- 
itants of  a city  thronged  with 
churches  - let  alone  the  Vatican  - 
the  religious  life  is  entirely  ignored. 
There  are  dance-lines,  the  happy  par- 
ticipation of  a group  of  “civilian" 
Dads  who  have  been  recruited  to 
dance  with  the  girls  and  look  splen- 
didly at  ease  amid  the  mayhem,  and, 
inevitably,  (he  Bauschian  despair  at 
the  human  condition.  The  girl  who 
stands  front-stage,  holding  two  rocks 
and  screaming  intermittently, 
induces  not  just  despair  but  an 
active  desire  for  the  exit. 

The  futility  of  life,  the  unrelenting 


reaction  to  the  show,  which  opened 
on  Wednesday  night 

It  is  a wild  grab-bag  of  incidents, 
ranging  from  the  predictable  and 
dull  to  the  haunting  and  fiercely 
comic.  It  is  also,  at  3’A  hours  run- 
ning-time. horrendously  long.  There 
was  a moment  early  on  when,  for 
Bauschian  reasons,  a man  started 
laboriously  to  cut  planks  in  half 
with  an  electric  saw.  He  should  have 
turned  his  attentions  to  the  show. 

Viktor  was  made  in  1986  as  a co- 
production with  a Roman  theatre 
and,  we  are  led  to  believe,  concerns 
itself  with  Roman  life,  if  not  with 
the  city  itself.  So  a stage  framed  on 
three  sides  by  earth-works,  and  a 
man  spending  much  of  the  evening 


battle  of  the  sexes  - male  brutality 
countered  by  female  resignation  or  a 
subtler  manipulation,  and  by  the 
sabotaging  or  sexuality  through 
drag-roles,  and  the  need  for  role- 
playing  - are  recurrent  themes  here 
as  in  much  of  Bausch ’s  theatre.  All 
very  true,  very  sad.  and  - because 
told  in  terms  of  nagging  repetition  - 
rather  too  predictable,  and  not  a 
little  dull.  There  are  blissful  comic 
moments.  My  heroine  is  the  woman 
with  the  gravel  voice  who  berates  a 
silent  man.  declaring  “You  are  so 
interesting:  sitting  next  to  you  I feel 
like  a stick!"  She  also  featured  sub- 
limely in  a cafe-scene  in  which  three 
decrepit,  crutch-sprung  waitresses 
(smoking  furiously,  as  do  almost  the 
entire  cast)  fail  to  serve  a male  cus- 
tomer. It  is  as  wickedly  funny,  and 
as  frightening,  as  Tudor’s  Judgment 
of  Paris. 

Since  this  is  a Bausch  evening, 
there  is  much,  much  more  disjointed 
and  UJogical  activity  - the  appear- 
ance of  a group  of  men  in  white 
coats  gave  pause  for  thought.  It  is, 
ultimately,  a theatre  of  desolation, 
with  bursts  of  manic  laughter  an 
indication  of  just  how  much  it  all 
hurts.  It  is  superbly  done  by 
Bausch’s  artists,  subtle,  wicked,  tire- 
less, wholly  expressive.  But  it  is  also 
a theatre  of  self-indulgeuce  in 
Eeyore-ish  gloom.  And  200  minutes 
is  a long  time  to  sit  soaking  in  the 
angst. 
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MUSIC 


TWs  visit  is  sponsored  by  BMW. 


Wiemore 
winner 
sings  at 
full 

throttle 


It  seems  a natural  move  far 
the  Wigmorc  ball  to 
instigate  a song  i-n repetition 
in  its  own  name.  Although 
the  competition  was  held  for 
the  first  time  last  year,  prize 
day  has  only  just  arrived 
and  the  prizewinner's  recital 
was  duly  given  on 
Wednesday  by  the 
24-year-old  baritone  Marcus 
DeLoach. 

Heading  out  on  a career  in 
Ming  is  an  honourable  path, 
l hougli  one  that  often  leads 
to  disappointment.  Even  the 
most  ardent  lovers  of  sung, 
such  as  Schwarzkopf  and 
Fischer-Dieskau,  made  sure 
they  had  careers  ill  opera, 
since  that  is  where  a 
following  and  a good  living 
are  usually  earned.  Students 
who  pin  their  hopes  on  the 
recital  platform  are 
liable  to  disappear  without 
trace. 

It  is  unlikely  IM^iach  wilt 
do  that.  His  voice  is  more 
than  enough  for  sung.  a 
baritone  lit  for  opera  iu  fact, 
despite  the  attention  he  has 
paid  to  recitals  in  his 
formative  years.  No  wonder 
that  operatic  engagements 
make  up  a large  part  of  his 
biography. 

The  first  Wipmnre  Hall 
International  San g 
Competition  will  surely 
have  set  out  to  find  a singer 
with  a special  feeling  for 
song,  bnt  on  the  evidence  of 
Wednesday's  recital 
DeLoach  is  notable  (list 
for  voice  (open,  steady, 
strong),  second  for 
his  sense  of  showbiz 
(the  encore  from  Mu  Fn:r 
Ladg  had  a real  buzz) 
and  third  - some  way 
behind  - an  affinity 
for  the  standard 
repertoire  of  German 
Lieder  and  French 
melodics. 

A major  pari  of  the 
problem  was  that  his  voice 
seemed  unable  to  find  a true 
legato  at  anything  less  than 
forte.  The  opening  of 
Mendelssohn's  Der  Mend 
was  too  bumpy  and  that  of 
Nachtlivd  loo  Joud  to  draw 
the  listener  in.  as  an 
experienced  Lieder  singer 
would.  When  he  did  hold  the 
voice  back,  intonation  was 
apt  to  be  shaky,  as  though 
he  needed  a good  sing  at  Tull 
throttle  to  blow  the  cobwebs 
away. 

That  happened  with  the 
American  group  of  songs, 
and  splendidly  too. 

Released  from  the  need  to  be 
respectfully  stylish,  his 
virtues  suddenly  sprang  to 
life  - clear  words,  bright 
personality,  strength  in  the 
middle  or  tbe  voice,  a proud 
ring  at  tbe  lop,  humour  and 
panache,  nil  skilfully 
matched  by  Thomas  Bagwell 
at  the  piano. 

This  was  first  prize 
material:  a shame  we  could 
not  have  had  more  of  it. 

Richard  Fairman 


Sponsored  by  tbe  Wigmore  Hall 
Trust  m association  with  the 
Kotin  Foundation. 
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^ AMSTERDAM 

EXHIBITION 
Rijksmuseum 
Tel:  31-20-673  2121 
Asser  Pioneer  of  Dutch 
photography.  Nearly  200 
photographs,  including  portraits 
and  still  lifes,  made  by  Edouard 
Isaac  Asset  (1809-1894):  to 
Mar  14 

OPERA 

Netherlands  Opera,  Het 
Muziektheater 
Tel:  31-20-551  8911 
Carmen:  by  BizeL  New  staging 
by  Andreas  Homoki.  conducted 
by  Edo  de  Waart  The  designs 
are  by  Wolfgang  Gussmann  and 
Gabriele  Jaenecke,  and  the  cast 
includes  Carmen  Qprisanu  and 
Martin  Thompson;  Jan  31; 

Feb  3 


+ ** 
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BERLIN 

CONCERT 
Konzarthaus 
Tel:  49-30-203090 
Deutsche  Oper  Orchestra; 
conducted  by  Kout  in  works 
by  Brahms  and  Bart  ok.  with 


piano  soloist  Gerhard  Oppta; 

Feb  3 

OPERA 

Deutsche  Oper 
Tel:  49-30-34384-01 

• Faust  by  Gounod.  Conducted 
by  Sebastian  Lang- Lessing  in  a 
staging  by  John  Dew;  Feb  4 

• Manor):  by  Massenet 
Conducted  by  Sebastian 
Lang-Lessing  in  a staging  by 
Cesare  Lievi;  Feb  2 

CHICAGO 

OPERA 

’Lyric  Opera  of  Chicago 
Tel:  1-312-332  2244 
www.lyricopera.org 

• Mefistofete:  by  Boito.  Gyorgy 
Gyfcrivanyi  Rath  conducts  a 
revival  staged  by  Peter 
McCtintock.  Samuel  Rainey  sings 
the  title  role;  Jan  30 

0 Romeo  et  Juliette:  by 
Gounod.  Conducted  by  John 
Nelson  in  a staging  directed  by 
Nicolas  JoeL  The  cast  stars 
Roberto  Alagna  and  Angela 
Gheorgiu;  Jan  29;  Feb  1 

DALLAS 

OPERA 
Dallas  Opera 
Tel:  1-214-443  1000 
www.dallasopera.org 

La  BoW me:  by  Puccmi. 
Conducted  by  AntoneHo 
Ailemardl  in  a staging  by  Mark 

1 amos.  with  sets  by  Michael 
Yeargan;  Jan  29, 31;  Feb  3 

EDINBURGH 

EXHIBITION 


National  Gallery  of  Scotland 
Tel:  44-131-824  6200 
Turner  Watercolours:  shown 
every  January  for  90  yearn,  this 
magnificent  selection  of  38 
watercolours  was  bequeathed  by 
Victorian  collection  Henry 
Vaughan  in  1900;  to  Jan  31 

HOUSTON 

THEATRE 

Houston  Grand  Opera, 
Wortham  Center 
Tat  1-713-227  2787 
wvrwJigo.com 
A Little  Night  Music:  by 
Sondheim.  Grant  Gershon 
conducts  a production  by 
Michael  Leeds,  with  a cast 
including  Frederica  von  Stade, 
Thomas  Alien  and  Sheri 
Greenawakl;  Jan  29,  30,  31; 

Feb  3 

LONDON 

CONCERTS 
Barbican  KaU 

Tel:  44-171-638  8891 

• London  Symphony  Orchestra; 
conducted  by  Colin  Davis  in 
works  by  Sgar.  Bartdk  and 
Beethoven,  with  violin  soloist 
Sarah  Chang;  Feb  3, 4 

• Royal  Philharmonic  Orchestra: 
conducted  by  Daniel e Gatti  in 
works  by  Brahms  and  Mahler, 
with  soprano  Ruth  Ziesak;  Feb  1 

Royal  Festival  Han 
Tel:  44-171-960  4242 

• BBC  Symphony  Orchestra 
and  Sngers:  conducted  by 
Andrew  Davis  in  works  by 
Boulez;  Feb  1 

• London  Philharmonic 


Orchestra:  conducted  by  Kent 
Nagano  in  works  by  Bartok  and 
Berffoz,  with  viola  soloist  Yuri 
Bash  met;  Feb  3 

• Royal  Concertgebouw 
Orchestra:  conducted  by 
Riccardo  ChalHy  in  works  by 
Brahms  and  Schoenberg,  with 
violin  soloist  Vadim  Repri; 

Feb  4 

EXHIBITION 
National  Gallery 
TeL- 44-171-839  3321 
Portraits  by  Ingres:  Images  of  an 
Epoch.  40  paintings  and  50 
drawings  by  the  19th  century 
French  painter.  Includes  mayor 
loans  from  museums  in  France, 
the  US  and  elsewhere;  to  Apr  25 

LYON 

OPERA 

Op6ra  National  de  Lyon 
Tel:  33-4-7200  4500 
Zelmira:  by  Rossini.  Conducted 
by  Maurizb  Benin!  In  a staging 
by  Yannis  Kokkos.  with  a cast 
including  Marietta  Devia;  Jan  30; 
Febl 

MUNICH 

CONCERTS 
Ph/lfiarmonJe  Qastalg 
Tel:  49-89-5481  8181 

• Munich  Philharmonic 
Orchestra:  conducted  by  Fabio 
Luia  in  works  by  Wagner  and 
Liszt;  Feb  1, 2, 3 

• Symphonteorchester  des 
Bayerischen  Rundfunks: 
conducted  by  Lorin  Maazei  in 
works  by  Mozart  and  Bruckner, 
with  piano  soloist  Murray 
perahia;  Jan  30;  Feb  4 


OPERA 

Bayeriscbe  Staatsoper 

Tel:  49-89-2185  1920 
www.staatstheaterJ3ayem.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts  a staging  by 
Gotz  Friedrich.  Cast  includes 
Adrianne  Pieczonka  and 
Waltraud  Meier;  Jan  30; 

Feb  3 

NEW  YORK 

CONCERTS 

Avery  Fisher  Hall,  Lincoln 
Center 

Tel:  1-212-875  5030 
wwwJincolncenter.org 
New  York  Philharmonic: 
conducted  by  Andre  Previn  in 
works  by  R.  Strauss;  Jan  29,  30 

EXHIBITION 
Museum  of  Modem  Art 

Tel:  1-212-708  9480 
www.moma.org 
Jackson  Pollock:  first  US 
retrospective  of  the  Abstract 
Expressionist  since  that  held  at 
MOMA  in  1987.  includes  more 
than  100  paintings  and  50  works 
on  paper;  to  Feb  2,  then 
transferring  to  London 

PARIS 

CONCERTS 
Cite  de  la  Musique 
Cleveland  Orchestra:  conducted 
by  Christoph  von  Dohnanyi  in  the 
European  premiere  of  Ives’  and 
Porter’s  Emerson  Concerto.  The 
programme  also  includes  works 
by  Ives  and  Schubert  With  {nano 
soloist  Alan  Foinbeig;  Jan  31 

Saffe  Pteyef 


Tel:  33-1-4561  6589 

• Cleveland  Orchestra: 
conducted  by  Christoph  von 
Dohnanyi  in  works  by  Beethoven 
and  Stravinsky,  with  violin  soloist 
Frank  Peter  Zimmerman;  Jan  3D 

• Luciano  Pavarotti:  recital  by 
the  tenor,  accompanied  by 
pianist  Leone  Magiera;  Feb  1 

• Orchestra  de  Paris: 
conducted  by  Frans  BrQggen  in 
works  by  Beethoven,  Hummel 
and  Schubert,  with  piano  soloist 
Marie-Jos£phe  Jude;  Feb  3,  4 

Theatre  des  Champs  Elys6es 

Tel:  33-1-4952  5050 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Trtson  Thomas  In  works  by 
Canteioube  and  Mahler,  with 
soprano  Dawn  Upshaw;  Feb  1 

EXHIBITION 
Grand  Palais 

Tel:  33-1-4413  1730 
Un  ami  da  Cezanne  et  de  Van 
Gogh:  le  docteur  Gachet 
(1826-1909).  Exhibition  devoted 
to  the  doctor  and  painter  who 
was  a friend  to  Cezanne,  Pisarro, 
Monet  and  Renoir  as  well  as  to 
Van  Gogh,  who  famously  spent 
the  last  weeks  of  his  life  with 
Gachet  at  Auvers-sur-Olse;  from 
Jan  30  to  Apr  26 

TOKYO 

CONCERTS 
Suntory  Halt 
Tel:  8 1-3-3584  9999 

• Tokyo  Symphony:  conducted 
by  Norte hika  Umori  In  Verdi's 
Requiem;  Jan  30 

• Yomiuri  Nippon  Symphony 
Orchestra:  conducted  by  Gerd 


Albrecht  in  works  by  Beethoven: 
Jan  29 


ZURICH 
EXHIBITION 
Kunsthaus  Zurich 
Tel:  41-1-251  6765 
Chagall,  Kandinsky.  Malevich  and 
the  Russian  Avant-garde: 
exhibition  exploring  the  artistic 
upheavals  of  the  first  two 
decades  of  this  century.  Includes 
important  loans  from  the  State 
Hermitage  Museum  in  Si. 
Petersburg  and  provincial 
Russian  museums  from  Jan  29  to 
Apr  25 

TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 

648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 

Monday  to  Friday,  GMT: 

06.30:  Moneyline  with  Lou  Dobbs 
13.30:  Business  Asia 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reports: 

05:07;  06:07;  07:07;  08:20;  09:20; 
10:20;  11:20;  11:32;  1250: 13:20; 
14:20. 

At  08:20  Tanya  Beckett  of  FTfv 
reports  live  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


PHILIP  STEPHENS 


After  the  trial 

Bill  Clinton  has  outwitted  his  Republican  accusers  jn  the  Senate 
by  keeping  his  eye  on  the  wider  political  horizon 


We  need  tn  rethink  the 
sequel  to  Bill  Clinton's  trial. 
The  common  assumption 
has  been  that  acquittal  by 
the  Senate  would  be  scant 
consolation  for  the 
president.  Mr  Clinton  would 
never  be  free  of  the  stain  on 
that  dress.  At  best  he  would 
limp  through  the  rest  of  his 
term.  More  an  emasculated 
than  a lame  duck.  Now  we 
see  a different  outcome. 

My  guess  Is  that  the 
history  boobs  will  be  a lot 
kinder  to  Mr  Clinton  than  to 
his  accusers.  He  has  been 
shamed  They  have  been 
broken.  While  Republican 
prosecutors  have  huddled  in 
hotel  rooms  with  Monica 
Lewinsky,  he  has  been  out 
in  the  country  making  the 
big  political  arguments. 
Sometimes  it  seems  that  this 
gifted,  flawed,  brilliantly 
inexplicable  politician  Just 
can't  stop  fighting  elections. 
Maybe  be  wants  a third 
term.  He's  forgotten  the  law 
that  says  there  cannot  be 
another  FDR. 

So  it  seems  anyway  from  a 
certain  distance.  The  small 
screen  Images  of  recent  days 
fix  two  things  in  the  mind. 
One  is  the  terrible  pain 
creasing  the  brows  of  Mr 
Clinton's  accusers.  The 
House  prosecutors  are 
ageing  before  our  eyes.  The 
middle  aged  have  become 
the  elderly.  We  are  Just 
waiting,  as  one  commentator 
has  observed,  for  Henry 
Hyde  to  lose  that  great 
shock  of  white  hair.  These 
men  know  the  president  is 
going  to  beat  them.  Again. 
They  Just  cannot  bear  to 
believe  it 

The  second  is  of  the  sheer 
irrelevance  of  the 
proceedings.  We  had  told 
ourselves  this  trial  would 
gave  us  a ringside  seat  at 
one  of  the  great  events  in 
American  political  history. 
All  those  clichds  about 
defining  moments  for  once 
seemed  justified  Really. 


Only  once  before  had  the 
holder  of  the  Republic's 
highest  office  gone  to  trial 
for  high  crimes  and 
misdemeanours.  And 
Andrew  Johnson  was  an 
illiterate  drunk  on  the 
wrong  side  of  the  argument 
about  post-war 
reconstruction  in  the  South. 
This  was  different.  When 
Chief  Justice  William 
Rehnquist  stepped  into  the 
Senate  chamber,  we  knew 
we  were  bearing  witness  to 
the  full  majesty  of  the 
American  constitution.  We 
thought  we  knew. 

A lot  of  guff  has  been 
written  about  the  US 
political  process.  The 
favourite  words  are 
dignified,  solemn,  noble, 
impartial  The  preface  to  my 
own  rather  battered  edition 
of  The  Federalist  runs  under 
the  title  "Message  to 
Mankind".  In  truth,  the 
founding  fathers  were  as 
shrewd  as  they  were 
visionary.  They  knew  all 
about  politicians.  So  they  set 
about  creating  political 
institutions  to  constrain  the 
people  who  operated  them. 
As  Alexander  Hamilton 
wrote,  most  of  the  time  this 
machinery  would  be  run  by 
"the  leaders  or  the  tools  of 
the  most  cunning  or  the 
most  numerous  faction". 

Sven  so,  Mr  Clinton's  foes 
have  devalued  the  currency. 
This  week's  votes  in  the 
Senate  to  prolong  the  trial 
exploded  any  lingering 
pretence  that  the 
Republicans  put  constitution 
before  party.  In  place  of  a 
sober  assessment  of  the  facts 
of  the  case  against  Mr 
Clinton  we  have  been  offered 
more  collusion  with  Kenneth 
Starr  and  the  weekend 
encounter  with  Monica  in 
the  presidential  suite  of  the 
Mayflower  hotel.  In  place  of 
impartial  justice  we  have 
what  Ms  Lewinsky’s  lawyer 
aptly  described  as  an 
unseemly  circus. 


On  the  Senate  floor,  Mr 
Hyde's  desperation  provoked 
the  tragicomic  plea  for  the 
I jurors  to  “k«p  the  faith" 
with  those  who  fell  in  the 
fight  for  freedom  on  the 
Normandy  beaches.  This 
case,  another  prosecutor 
contended  without  a hint  of 
self-parody,  eat  alongside  the 
heroic  struggles  of  the 
civil  rights  movement 
Compelling?  The  people 
I yawned  and  switched  off. 

The  defeat  that  now  looms 
for  tbe  president's  accusers 
I is  much  bigger  than  the 
victory  it  delivers  to  Mr 
Clinton.  Sure,  much  of  the 
Republicans'  present  agony 
stems  from  their  visceral 
loathing  of  a president  who 
I always  outsmarts  them. 

They  must  avenge  the  Call  of 
Newt  Gingrich  and  Bob 
. Livingston.  This  whole  saga 
has  been  as  much  personal 
as  political. 

But  the  prosecutors' 
zealotry  has  cost  them  more 
dearly.  Impeachment  was  a 
jihad  against  the  social 
liberalism  of  the  age. 
Attaching  Mr  Clinton’s 
private  vices  to  his  public 
I office  would  return  America 
to  the  Christian 
conservatives.  The  decadent 
moral  relativism  of  the  1960s 
would  be  washed  away  with 
the  president 

What's  happened  is  that 
the  Republicans  have  been 
blinded  by  their  moral 
righteousness.  Even  George 
W.  Bush,  the  party’s  best 
hope  for  the  White  House, 
was  driven  to  remark  this 
week  that  “we're  all  sick  of 
it".  Yet  on  Capitol  Hill  they 
I rush  on  into  tbe  valley  of 
death.  Never  mind  the  votes 
this  week  of  44  Democrats 
, assure  Mr  Clinton's 
| acquittal  One  can  only 
suppose  the  Republicans 
cannot  admit  that  the 
America  they  uphold 
I scarcely  exists  outside  the 
narrow  confines  of  their  own 
districts. 


Beyond  these  boundaries, 
the  president's  accusers 
would  see  Moms  without 
Dads,  gays.  Blacks,  . 
Hispanics  and  other 
ordinary  people  who  think 
that  sexual  mores  lie  in  the 
reabn  of  the  personal  rather 
than  the  political.  These 
voters  may  not  like  the  way 
Mr  Clinton  has  behaved. 
Most  abhor  it  He  lied-  But 
the  polls  have  consistently 
said  that  real  America  draws 
a line  between  family  values 
and  individual  liberty.  It  was 
never  going  to  fire  the 
president  over  a tryst  with 
an  intern. 

The  Republicans  have 
missed  something  else.  And 
the  price  of  their  obsession 
may  be  a lot  higher  than 
seeing  Mr  Clinton  serve  out 
the  remainder  of  his  term. 

As  they  pore  over  Mr  Starr's 
prurient  prose,  the  president 
hag  reminded  us  what  makes 
him  the  most  extraordinary 
politician  of  his  generation. 
However  dire  the  present,  he 
always  thinks  ahead. 

This  time  he  hqs  seized 
the  issue  that  will  dominate 
the  battle  for  the  White 
House  and  the  Congress  in 
2000.  How  should  the  US 
spend  its  budget  surplus? 
The  Republican  answer  was 
always  going  to  be  tax  cuts. 
Mr  Clinton’s  State  of  the 
Union  address  said  the 
money  should  be  spent 
instead  on  saving  the  social 
security  system,  on 
Medicare,  education  and  half 
a dozen  other  middle-class 
causes.  He  left  his 
opponents  at  the  starting 
gate. 

We  know  Alan  Greenspan 
hates  tbe  proposal  to  invest 
social  security  money  in  the 
stock  market  (though  it  is  an 
Idea  kicked  around  as' often 
by  Republicans  as 
Democrats}.  And  no  doubt 
much  else  in  the  overall 
package  will  fall  by  the 
wayside  during  the  next 
two  years.  That’s  not  toe 
point. 

Mr  Clinton  has  redrawn 
the  big  picture.  And  once 
again  he  has  caught  the 
public  mood.  These  things 
can  change,  hut  more  than 
half  the  electorate  says  it 
trusts  the  president  on  tax 
and  social  security.  The 
Republicans  score  less  than 
35  per  cent  He's  done  it 
again.  You  never  know,  if 
they  had  not  changed  the 
rules,  Mr  Clinton  might  well 
have  been  on  his  way  to  that 
third  term. 


LETTERS  TO  THE  EDITOR 


Setbacks  to  reform  do  not  signal 
a return  to  dark  ages  for  Romania 


From  Ms  Vivien  Ashton. 

Sir,  I was  surprised  that 
your'  otherwise  excellent 
coverage  of  the  current  situ- 


other  countries  in  the 
region,  does  not  have  the 
economic  or  political  secu- 
rity to  punch  through  such 


that,  nearly  iQ  years  after 
the  revolution,  when  a gov- 
ernment ‘uncertain  of  its 
mandate  nevertheless  starts 


ation  In  Romania  (January  reforms  as  a matter  of  to  dp'*tha  right  thing'1  th* 


23  and  26)  views  the  settle- 
ment with  toe  miners  as  "a 
potentially  devastating  set- 
back” for  the  government's 
reforms  - not  least  because 
the  terms  of  the  settlement 
have  not  yet  been  formally 
disclosed,  hut  are  still  the 
subject  of  normal  Balkanic 
r'fcfrm  and  counter-claim 
It  may  well  be  that  the  full 
terms,  when  agreed,  will 
draw  criticism,  but  prefer- 
ring negotiation  to  "a  poten- 
tial bloodbath"  Is  hardly  a 
step  backwards.  We  should 
also  consider  how  painful 


couree. 

What  we  are  seeing  Is  the 
start  of  long-overdue  action 
to  close  down  Romania's  old 
heavy  industry,  which  the 


western  press  merely  sucks 
its  teeth  in  disapproval. 

Romania,  has  indeed 
moved  more  slowly  out  of 
the  political  darkness  than 


previous  government  bad  some  of  its  neighbours,  but 
assiduously  avoided.  The  set-  privatisation  has  now 
backs  involved  do  not  neces-  started  in  earnest  Tbe  gov- 
sarily  signify  a return  to  the  emment’s  handling  of  the 
dark  ages.  Other  countries  miners'  crisis  has  the  stamp 
in  the  region  with  a large  of  impeccable  democratic 
heavy  industrial  base  face  action  and,  impending  finan- 
tbe  same -problem,  »wd  we  rial  crisis  notwithstanding, 
have  yet  to  see  the  Czech  toik  alone  speaks  volumes 
Republic  and  Poland  for  fbe  country's  progress, 

embarking  on  such  , whole- 
sale closures.  Maybe 


tbe  UK  experience  was  of  Romania  will  not  seem  so 
rationalising  its  coal  Indus-  backward  when  they  do. 
try  and  that  Romania,  like  It  is  deeply  depressing 


Vivien  Ashton, 

Bld-nl  Broil  Sanltart  23, 
Bucharest  5, 

Romania 


Good  practices  that  mean  good  business 


From  Leslie  T.  Reissner. 

Sir,  Your  articles  dealing 
with  environmental  issues 
and  business  (January  25)  • 
suggested  that  Wall  Street 
managers  do  not  seem  to  see 
a link  between  good  environ- 
mental practice  and  corpo- 
rate performance.  Some  time 
ago  the  World  Business 
Council  on  Sustainable 
Development  (WBCSD) 
issued  a report  on  this  very 
subject  and  concluded  that, 
in  fact,  there  is  a positive 
link  and  that  both  value- 


oriented  and  growth-oriented 
investors  should  think  in 
terms  of  the  competitive 
advantage  obtained  by 
industry  leaders. 

WBCSD  recognises  that 
good  environmental  prac- 
tices means  good  business 
for  a variety  of  reasons,  and 
I would  highly  recommend 
the  council's,  website  at 
fittp.'Htouno.tobcsdchl  where  a 
copy  of  the  report  “Environ- 
mental Performance  and 
Shareholder  Value”  can  be 
found. 


- Incidentally,  it  would  prob- 
ably interest  Wall  Street 
managers  to  know  that 
WBCSD  . membership 
includes  such  “ephemeral, 
woolly-minded,  granola- 
eating  types"  as  3M,  AT&T. 
BASF,  Fiat,  Mitsubishi,  Nor- 
anda,  Shell  and  Sony. 

Leslie  T.  Reissner, 
first7  secretary  (commercial), 
Canadian  Embassy, 
Friedrichstrasse  95, 

10117  Berlin, 

Germany  ‘ 


From  fuel  injection  system  to  car  baby  seat 


From  Mr  Nicky 
Samengo-Tumer. 

Sir.  1 was  amused  to  read 
Jardine  Fleming  auto  ana- 
lyst Stephen  Usher's  com- 
ment that  “it  is  not  very 
common  for  significant  tech- 
nical developments  to  come 
out  of  FI"  (“Toyota  Motor 
set  to  join  Formula  1", 
January  22). 

Fuel  injection,  alloy 


engines,  multi-overhead 
cams,  multi-valve  engines, 
five-speed-plus  gearboxes, 
disc  brakes,  ventilated  disc 
brakes,  limited  slip  differen- 
tials, wide  and  low  profile 
tyres,  sophisticated  elec- 
tronic engine  management 
systems,  aerodynamic  aids, 
alloy  wheels,  toe  use  of  alloy 
metals  and  composites, 
smaller  steering  wheels,  and 


even  toe  ubiquitous  baby 
seat  have  all  entered  road 
car  usage  via  either  Pi  or 
other  motorsports  develop- 
ment * 

Nicky  Samengo-Tnrner, 
regional  director, 

Q3  Corporate  Finance, 
Vision  Park. 

Cambridge  CB4  2ZY 
UK 


Japan  ignores 

issue  of  high 
investment 

Front 

Sir.  The  confident  ^re- 
casts of  Eisuke  Saftafcw*- 
ricc-ministcr  of  finance • for 
the  Japanese  *avc 

Sn  a regular  feature  of 

Xi?s  post-bubble  econ- 

I omy.  His  current 
I (“Japan:  don’t  panic  . Jan 
ary  ZTT illustrates,  by  ^ 

I ure  even  to  mention  the  key 
issue,  why  his  forecasts 
been  so  persistently  wrong- 

The  Japan  Center  for  Eco- 
nomic Research,  in 
medium-term  forecast  pun- 
\ lished  irr  December,  nmats  < ( 
f out  that  the  essential  prob- 
lem  for  the  Japanese  econ_ 
omy  is  that  the  level  of 
investment  is  far  too  high. 

On  current  policies  it  W *OIT" 
casting  a decline  in  Japan  * 
gross  domestic  product  over 
the  next  five  years. 

Excessive  investment  ha* 
produced  an  inadequate 

return  on  capital.  Mean- 
while. the  cost  of  capital 
remains  high  in  real  terms 
because  prices  are  falling.  A 
weaker  yen  is  needed  to  halt 
deflation,  thereby  allowing 
the  cost  of  capital  to  fail  and 
to  allow  the  return  on  capi- 
tal to  rise  by  improving 
profit  margins.  This  would 
also  allow  the  fall  in  invest- 
ment to  be  offset  by  exports, 
which  have  been  stagnant  in 
volume  terms.  Paul  Krup-  1 
man's  advice  (“Japan  hcad>jl  • 
for  the  edge".  January  20i,  S 
which  would  result  in  a 
lower  exchange  rate,  should 
thus  be  heeded,  not  seamed. 

Budget  deficits,  which 
may  be  an  appropriate 
response  to  a cyclical  weak- 
ness in  demand,  are 
unsuited  to  dealing  with 
structural  problems.  The 
persistent  failure  of  Japa- 
nese economic  policy  lies  in 
the  refusal  to  recognise  this. 
Ignoring  the  issues  will  not 
moke  them  go  away. 

Andrew  Smithers, 

Smithers  & Co, 

20  St  Dunstan’s  Hill. 

London  EC3R  8HL.  UK 
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PENSIONS 
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FINANCIAL  TIMES 
Conferences 

UK  Pensions 

The  FT  UK  Stakeholder  Pensions  Conference 

II  March  1999  - London 

Are  you  concerned  how  die  Government's  proposed  stakeholder  pension  may  Impact 
your  existing  company  schemes  or  are  you  looking  at  how  your  organisation  can 
take  advantage  of  die  new  pension?  This  event  wgl  provide  a unique 
opportunity  to  meet  and  listen  to  those  actively  involved  in 
designing  and  implementing  stakeholder  schemes. 

SPEAKERS  INCLUDE 

Mr  Tom  Ross 
Principal  A Actuary.  Aon  Consulting 

The  Rt  Bon  Frank  Field,  MP 

Mr  Chris  Evans 

Policy  Manager.  Department  of  Social  Security 

Mrs  Caroline  Instance 
Chief  Executive,  Occupational  Pensions  Regulatory  Authority 

Mr  Stewart  Ritchie 

Director  I Petitions  Davelopmenlh  Scottish  Equitable 

Mr  Andrew  Young 

Directing  Actuary,  Government  Actuaries  Department 

Mr  Richard  Stroud 
Chief  Executive  Officer.  ITir  Pensions  Trust 

Mr  Nick  Page 

Swirr  Palun  Advisor.  Human  Resources  Directorate,  CBl 

Mr  Julian  Richards 

Head  of  Research.  Amalgamated  Engineering  A Electrical  Union 

IAEEUI 

. _ . Mr  Robert  Nottall 

Head  of  Compensation  A Benefits.  BPC 

Mr  Rodney  Raker  Bates 

, Managing  Director.  Corporate  Business,  Prudential  Corporate 

Pensions 

Mr  Gtof  Pearson 

Suppmudbi  Sponsored  In  Crw*  Pensions  Manager.  Sairuburrs 

— T5T*  Mr  Marc  Hommel 

NAPF  gJUSr  ifoiwsinj?  Ouectnr.  Liberty  Priuioiu 
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inflationary  finamHng.  wage 
arrears  and  weakened  credi- 
bility. It  is  a cycle  in  which 
high  promises  are  shattered 
by  low  performance."  one  US 
official  said. 

The  Russian  government 
was  stung- by  this  onslaught. 

Finance  officials  argue 
that  Yevgeny  Primakov, 
appointed  prime  minister  in 
September,  cannot  be  held 
responsible  for  past  policy 
mistakes.  They  say  Russia 


®-:  . . . 98* V-  ' »**•- 


government’s-  Financial 
Academy  who  Is  involved  in 
drafting  Mr  Primakov's  eco- 
nomic programme,  argues 
that  fresh  IMF  credits  would 
help  reduce  social  tensions 
and  buy  time  for  reform.  “If 
the  IMF  extended  its  hand  in 
support  by  providing  new 
credits.  It  .would  have  enor- 
mous moral  significance  as  a 
sign  of  support  from  the 
world  community, " she  says. 

But  what  could  Russia 


If  the  IMF  insists  on  further  reform,  it  could  lead  to  another  default;  yet  the  government 
has  little  room  for  manoeuvre.  John  Thornhill  calculates  the  risks 

Yuri  Maslyukov.  . Rjmia. ^ meunte ^ fomenting  its  own  pyramid 
the  former  Com-  .-l  - ' . scheme  in  Russia,  providing 

munis  t MP  in  -J  ■■■•:  fresh  funds  simply  to  pay  off 

charge  of  Russia’s  /'*  — 1 — * — : the  old  loans  that  Tell  due. 

stricken  Monomy,  fears  a ■ Haftrai  Some  Russians  believe 

"■*  that  in  the  end  - as  in  the 
past  - tbe  IMF  will  succumb 
to  toe  political  pressures  of 
its  main  shareholders,  the 
Group  of  Seven  industria- 
Used  nations,  which  con- 
tinue to  fear  the  unpredict- 
able consequences  of  a 
Russian  collapse. 

The  west  may  yet  decide 
that  Mr  Primakov  Is  the  best 
bulwark  of  stability  in  such 

mauna  u/  duui.  a ucn  w«u  1994-.  95  . 96  . M . . 98*L  - ' 93T- - uncertain  times,  and  that  he 

Sccnxramssaxnom  ; '... , / J • . ; de«vM  to  supported 

to  lend  more  money  to  its  .......  . until  next  year’s  presidential 

biggest  recipient  of  funds  - elections, 

fiflbn  (£U.5bn)  to  date.  inflationary  financing,  wage  government’s'  Financial  The  US  administration 

The  risk  is  that  a with-  arrears  and  weakened  credi-  Academy  who  Is  involved  in  which  emphasised  this  week 
drawal  of  support  could  bility.  It  is  a cycle  in  which  drafting  Mr  Primakov’s  eco-  how  it  remains  engaged  with 
spark  mutually  assured  high  promises  are  shattered  nomic  programme,  argues  Russian  reform,  now  appears 
destruction:  Russia  might  by  low  performance."  one  US  that  fresh  IMF  credits  would  to  be  offering  the  prospertor 
default  on  a big  chunk  of  its  official  said.  help  reduce  social  tensions  a sizeable  debt  forgiveness 

Si50bn  external  debt  - The  Russian  government  and  buy  time  for  reform.  “If  package  as  a further  entire- 
including,  perhaps,  the  was  stung  by  this  onslaught,  the  IMF  extended  its  hand  in  ment  to  adopting  an  imf 
S45bn  It  must  repay  the  IMF  Finance  officials  argue  support  by  providing  new  programme  in  full 
this  year  - and  turn  itself  that  Yevgeny  Primakov,  credits.  It  would  have  enor-  Those  familiar  with  thp 

into  a financial  pariah,  appointed  prime  minister  in  mous  moral  significance  as  a negotiations  say  the  likeii 
Default  would  in  turn  deal  September,  cannot  be  held  sign  of  support  from  the  hood  is  that  some  kind 
another  damaging,  perhaps  responsible  for  past  policy  world  community,"  she  says,  messy  comoromiw  k 
fatal,  blow  to  the  IMF's  cred-  mistakes.  They  say  Russia  But  what  could  Russia  reached:  the  Russian  J? 

of  toe  *23bn  emergency  its  finances  in  rmiJ*  ^ K* 

assistance  package  it  led  last  The.  government  cannot  make  any  IMF  may  "roll  over"*  tts 

In  spite  of  the  high  stakes  significant  moves  towards  the  IMF  5Sp^JSLshort 

involved,  the  IMF  appears  in  ..  . in  RusS?  ^ pr08ramn,e 

no  mood  for  compromise.  In  position  Without  destroying  the  Somp  RiieDjOH 

an  unusually  blunt  speech  to  ' • ••'  areue  1 econo™ists 

a conference  on  Russia  at  balance  Of  power  On  Which  it  rests1  outcome  mav 

Stanley  Fischer,  the  IMF’s  for  afi  sides,  it  will 

first  deputy  managing  direc-  deserves  another  chance,  offer  to  win  a new  lifeline  of  chances 

tor,  called  on  the  Russian  They  also  say  it  would  be  from  the  IMF?  reform  8 IrUe  econon]ic 

government  to  take  immedl-  politically  impossible  to  ' NoV  a lot,  according  to  Mr  Dmitr?va„ 
ate  action  to  cut  spending;  make  any  “cardinal  Mikhail  Dmitriyev,  a former  whethPr  rtlnIuJ?lld,ers 
raise  revenues,  and  target  a changes”  to  this  year's  bud-  labour  minister  and  econo-  ter  for  tSS  *not  **  bet* 

primary  budget  surplus  get  mist  at  the  Carnegie  Moscow  sutmort^TT  withhoId 

(before  debt  servicing)  of  3 It  is  true  that  Mr  Prim*  Centre.  “The  RusLngov-  the  dtres  d let  Ruasia  g0  to 

per  cent  to  4 per  cent  of  kov  has  formed  a coalition  ermnent’s  political  base  is  so  »a  taut.  , 
gross  domestic  product  this  government  that  enjoys  par-  fragile  -that  ft  cannot  make  is  £»«*? SJ 1 . aPProach 
___  liamentary  support,  giving  any  significant  moves  theoS^JB!522bto-." 

Tbe  IMF  says  Russia  him  a rare  opportunity  to  towards  the  current  IMF  for  RnLw V ™ ^ cnsis 
should  aim  for  an  overall  achieve  major  legislative  position  without  completelv  the  nS  18  to  ln'1SOrate 
budget  deficit  of  l per  cent  of  reforms.  But  the  coalition  destroying  the' balance  of  ^ 

GDP.  The  government,  how-  has  yet  to  be  tested.  In  spite  power  on  which  it  rests  "he  to  would  Want 

ever,  says  the  deficit  wfll  be  at  the  presence  of  comma-  Sys.  . . mcn  rest5-  Jo  nsk  such  an  experiment 
per  cent  of  GDP  this  year,  nists  in  his  government,  Mr  "Any  compromise  by  the  85  unPraltet- 

In  spite  of  the  tact  that  it  ]s  Primaln,  rants  to- redtort.  IMFrauld  only Sora 

not  servicing  its  domestic  not  reverse,  Russia's  market  negative  approaches  of  the  or®  JLa  d2se  caU'”  says 
debt  refonns.  The  prime  minister  government  and  hinder  the  -r  tktSr?  aaance  officiaL 

The  criticism  continued  argues  the  emphasis  must  be  formation  of  a new  consen-  ,Russia  is  an 

during  this  week's  visit  to  shifted  towards  stimulating  sus  around  n sound  macro-  dangerous 

Moscow  by  Madeleine  industrial  production,  pro-  economic  policy."  ■ Place  which  could  develOT  in 

Aibright,  US  secretary  of  tecting  the  poor,  and  creat-  That' is  why  the  IMF  is  if  it  is 

stateRussia's  1999  budget,  ing  a "socially  oriented  mar-  expected  to  continue  talking  a pariah." 

US  officials  warned,  was  a bet  economy",  which  could  tough.  Unless  the  Russian  „_^Vertkeless,  he  insists: 

fiction,  inconsistent  help  build  a constituency  for  government  puts  Its  finances  ®houW  not  do 

with  the  basic  laws  of  real  reform.  . bn  a sustainable  basSTSS  2?2 

economics.  It  would  only  Lydia  Krasavina,  an  eco-  officials  argue, -the  fund  than,  or  give 

perpetuate  a vicious  cycle  of  nomjes  professor  at"  the  would  be  in  danger  of  that  what  it 

. - proposing  is  satisfactory " 


Yuri  Maslyukov, 
the  former  Com- 
munist MP  In 
charge  of  Russia's 
stricken  economy,  fears  a 
new  Iron  Curtain  is  about  to 
descend  across  Europe. 

This  time,  it  is  Washing- 
ton, not  Moscow,  that  will 
erect  toe  banier,  and  it  will 
. be  a financial  ringfence 
rather  than  barbed  wire  that 
separates  Russia  from  the 
rest  of  the  world. 

Over  the  next  few  months, 
the  International  Monetary 
Fund  must  In  effect  deride 
I whether  to  start  a new  cold 
war  with  Russia  by  refusing 
to  lend  more  money  to  its 
| biggest  recipient  of  funds  - 
fidbn  (£li.5bn)  to  date. 

Tbe  risk  is  that  a with- 
drawal of  support  could 
spark  mutually-  assured 
destruction:  Russia  might 
r default  on  a big  chunk  of  its 
$l50bn  external  debt  - 
including,  perhaps,  the 
S4£bn  it  must  repay  the  IMF 
this  year  - and  turn  itself 
Into  a financial  pariah. 
Default  would  in  turn  deal 
another  damaging,  perhaps 
fetal,  blow  to  the  IMF's  cred- 
ibility following  the  collapse 
of  toe  $23bn  emergency 
assistance  package  it  led  last 
August 

In  spite  of  the  high  stakes 
involved,  the  IMF  appears  in 
no  mood  for  compromise.  In 
an  unusually  blunt  speech  to 
a conference  on  Russia  at 
Harvard  earlier  this  month, 
Stanley  Fischer,  the  IMF’s 
first  deputy  managing  direc- 
tor. called  on  the  Russian 
government  to  take  immedl' 
ate  action  to  cut  spending; 
raise  revenues,  and  target  a 
primary  budget  surplus 
(before  debt  servicing)  of  3 
per  cent  to  4 per  cent  of 
gross  domestic  product  this 
year. 

Tbe  IMF  says  Russia 
should  aim  for  an  overall 
budget  deficit  of  1 per  cent  of 
GDP.  The  government,  how* 
ever,  says  the  deficit  win  be 
2£  per  cent  of  GDP  this  year, 
in  spite  of  the  feet  that  it  is 
not  servicing  its  domestic 
debt 

The  criticism  continued 
during  this  week's  visit  to 
Moscow  by  . Madeleine 
Albright,  US  secretary  of 
state  Russia's  1999  budget 
US  officials  waned,  was  a 
piece  of  fiction,  inconsistent 
with  the  basic  laws  of 
economics.  It  would  only 
perpetuate  a vicious  cycle  of 


The.  government  cannot  make  any 
significant  moves  towards  the  IMF 
position  without  destroying  the 
balance  of  power  on  Which  it  rests1 


deserves  another  chance. 
They  also  say  It  -would  be 
politically  impossible  to 
make  any  “cardinal 
changes”  to  this  year's  bud- 
get 

It  is  true  that  Mr  Prima- 
kov has  formed  a coalition 
government  that  enjoys  par- 
liamentary support,  giving 
him  a rare  opportunity  to 
achieve  major  legislative 
reforms.  But  the  coalition 
has  yet  to  be  tested.  In  spite 
of  the  presence  of  comma* 
nists  in  his  government,  Mr 
Primakov  wants  to-  redirect 
not  reverse,  Russia's  market 
reforms.  The  prime  minister 
argues  the  emphasis  must  be 
shifted  towards  stimulating 
industrial  production,  pro- 
tecting the  poor,  and  creat- 
ing a “socially  oriented  mar- 
ket economy",  which  could 
help  build  a constituency  for 
real  reform. 

Lydia  Krasavina,  an  eco- 
nomics professor  at  : the 


offer  to  win  a new  lifeline 
from  the  IMF? 

‘ Not  "a  lot,  according  to 
Mikhail  Dmitriyev,  a former 
labour  minister  and  econo- 
mist at  the  Carnegie  Moscow 
Centre.  The  Russian  gov- 
ernment’s political  base  is  so 
fragile  that  ft  cannot  make 
any  significant  moves 
towards  the  current  IMF 
position  without  completely 
destroying  the'  balance  of 
power  on  which  it  rests,"  he 
says.  . . 

"Any  compromise  by  the 
IMF  would  only  reinforce  the 
negative  approaches  of  the 
government  and  hinder  the 
formation  of  a.  hew  consen- 
sus around,  ai  sound  macro- 
economic policy."  • 

That- is  why  the  IMF  is 
expected  to  continue  talking 
tough.  Unless  the  Russian 
government  puts  its. finances 
on  a sustainable  basis,  IMF 
officials  argue.J- the  fund 
would  be  in  danger  of 
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Sweden  is  rapidly  losing  ite 
image  of  jealously  guarding 
industrial  champions,  and  its 
sovereignty,  within  its  northern 
fastness.  Ford  of  the  OS  is  to  huy 
Volvo's  car  business,  putting  the 
country's  best-known  brand  in 
foreign  hands.  At  the  same  time. 
u.  the  Swedish  government  is  to 
g overhaul  the  management  of  half 
its  state-owned  companies  and 
prepare  them  for  possible  privati- 
sation. Meanwhile,  Swedish  pub- 
Fha,  lie  opinion  has  reacted  positively 
to  the  launch  of  the  euro.  The 
signs  axe  that  the  government 
might  chance  a vote  on  joining 
the  single  currency  as  early  as 
next  year. 

These  are  daring  moves  from  a 
Social  Democrat  government,  but 
ones  which  should  serve  the 
country’s  interests. 

Many  Swedes  may  not  see  the 
Volvo  sale  In  that  light,  though 
they  have  been  round  this  course 
before  during  the  company's 
aborted  1993  merger  talks  with 
Renault  of  France.  But  the 
link-up  with  Ford  will  secure  the 
future  of  Europe's  smallest  vol- 
" * ••  ume  carmaker.  The  very  bet  that 
Adhere  is  little  model  overlap 
13 (between  Ford  and  Volvo  - and 
Hi.,?' thus  the  deal  will  do  little  to 
r-'  solve  the  chronic  over-capacity 
among  the  mass  car  producers - 
r~'-  means  that  there  will  be  few  job 
losses  in  Sweden  itself.  By  con- 
trast, Volvo  Trucks’  decision  to 
use  cash  from  the  sale  to  pursue 
Scania,  and  thus  build  Europe’s 
biggest  truckmaker,  may  be 


unpopular,  because  that  merger 
would  cost  Swedish  jobs. 

The  Volvo  car  sale  is  sure  to 
reinforce  fears  that  more  compa- 
nies may  flee  Sweden’s  unfavour- 
able business  climate.  Ericsson  is 
cutting  telecoms  jobs  and  relocat- 
ing others  to  London.  Astra 
merged  with  Zeneca,  and  is 
choosing  a British  HQ.  Store 
paper  is  moving  its  base  to  Fin- 
land with  its  merger  with  Ensa 

Gbran  Persson,  the  prime  min- 
ister, appears  to  concede  that 
high  personal  taxes  make  it 
increasingly  bard  for  companies 
to  attract  the  right  people  to  Swe- 
den. He  says  he  wants  to  cut 
income  tax,  but  is  thwarted  by 
his  coalition  partner,  the  Left 
party,  which  prefers  to  increase 
public  spending. 

Mr  Persson  seems  to  have  con- 
cluded that  globalising  market 
forces  are  moving  fester  then  he 
can  liberalise  the  tax  regime,  and 
therefore  Swedish  companies 
must  be  prepared  for  the  outside 
world.  The  job  of  the  investment 
banker  put  in  charge  of  25  state 
companies  is  to  improve  their 
performance,  so  opening  up  the 
option  of  eventual  privatisation, 
and  foreign  alliances 

The  Social  Democrats  deserve 
praise  if  they  can  shed  old  hang- 
ups about  foreign  takeovers  and 
privatisation.  The  issue  of  control 
is  less  important  than  retaining 


investment  and  R&D  in  Sweden. 
But  that  still  requires  action  to 
improve  the  climate  for  business 
at  home. 
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When  B J.  Habibie  took  over  as 
Indonesian  head  of  state  last  year 
from  the  autocratic  President 
Suharto,  his  friend  and  mentor, 
few  believed  he  would  survive 
long.  Nor  did  they  credit  him 
with  the  capacity  to  reform  the 
country's  corrupt  and  undemo- 
cratic system.  He  was  seen  as  an 
erratic  yes-man,  tarred  with  the 
brush  of  his  predecessor. 

IQs  success  in  pushing  three., 
election  reform  laws  through  par 
llament  yesterday  suggests  that 
judgment  may  have  been  exces- 
sively harsh.  Elections  win  now 
go  ahead  in  June,  with  a presi- 
dential poll  In  the  autumn.  That 
is  a very  positive  step. 

On  top  of  that,  Mr  Habibie's 
willingness  to  contemplate  inde- 
pendence for  the  war-torn  terri- 
tory of  East  Timor,  announced  on 
Wednesday,  is  both  courageous 
and  radical.  The  bloody  civil  war 
there,  following  Indonesia's  Inva- 
sion of  the  former  Portuguese 
colony  in  1975.  has  seen  wide- 
spread human  rights  abuses,  and 
a death  toll  estimated  at  more 
than  200,000.  It  resulted  in  inter- 
national condemnation  of  the 
Suharto  regime.' 

Yet  the  Habibie  strategy  is 
undoifotedly  risky-  Indonesia  is 
in  a state  of  ferment,  following 
the  collapse  of  the  economy  in 
1997,  and  the  fall  of  President 
Suharto  last  year.  Inter-commu- 
nal violence  is  an  ever-present 
threat.  The  elections  may  well 
prompt  more.  The  new  laws  ere 
by  no  means  perfect,  allowing  the 


ruling  Golkar  party  to  exploit  its 
entrenched  position  in  the  prov- 
inces. That  could  easily  stoke 
resentment.  Nevertheless,  the 
new  rules  are  a great  deal  more 
democratic  than  anything  which 
has  gone  before. 

As  for  East  Timor,  the  danger 
is  that  more  violence  will  precede 
any  solution.  The  prospect  of 
independence  could  also  fuel 
secessionist  demands  elsewhere.- 
particularly  in  Irian  Jaya,  the  fbi> 
mer  Dutch  colony  on  the  island 
of  New  Guinea. 

The  powerful  Indonesian  mili- 
tary, which  has  itself  suffered 
heavy  casualties  in  East  Timor, 
has  given  its  official  blessing  But 
there  are  suspicions  that  some 
officers  are  fomenting  unrest  by 
arming  pro-Indonesian  civilian 
groups.  Cynics  fear  that  the  Indo- 
nesian government  may  simply 
be  offering  the  prospect  of  inde- 
pendence in  order  to  prove  that  it 
will  be  unworkable. 

It  is  open  to  question  whether 
Bast  Timor  would  be  a viable 
independent  state.  The  right  way 
forward  is  not  to  pull  out  over- 
night which  might  merely  pre- 
cipitate a new  struggle  for  power. 
An  extended  transition  period  is 
desirable,  leading  to  whatever 
future  status  the  population  may 
choose  in  a referendum.  That 
might  yet  result  in  voluntary 
adherence  to  a democratic  Indon- 
esia. 

Whatever  the  outcome,  it  is  to 
Mr  Habibie’s  credit  that  he  is  pre- 
pared to  put  the  question. 


Fighting  fit 

Tbe  public  row  over  the  future  of  Mirror  Group  may  mark  a watershed 
for  shareholder  activism  in  the  UK,  says  Jane  Martinson 


Many  of  us  make 
New  Year’s  resolu- 
tions to  become 
more  active.  Cer- 
tainly UK  institutional  investors 
appear  to  have  started  1999  on 
the  treadmill.  But  instead  of 
fighting  the  flab,  they  are  fight 
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Few  things  could  be  better 
designed  to  promote  the  cause  of 
popular  capitalism  than  the  inter- 
net. And  few  things  are  as  popu- 
lar in  today’s  financial  markets 
as  online  broking  services  and 
internet  stocks. 

By  the  end  of  this  year  the 
□umber  of  online  broking 
accounts  in  the  US  is  expected  to 
top  10m.  Many  of  the  account 
holders  have  an  obsessive  desire 
to  trade  in  anything  that  sports  a 
dot  and  a com  at  the  end  of  Its 
name.  Why,  then,  has  Arthur 
Levitt,  chairman  of  the  Securities 
and  Exchange  Commission,  been 
casting  aspersions  on  the  com- 
puter nerds’  deepening  Love  affair 
with  capitalism? 

rljrt'  The  answer  is  that  the  internet 
- -ill!  P'  * equally  well  designed  to  pro- 

!!>*»•*“ 1 r mote  mass  speculation.  By  allow- 
ing trades  to  be  executed  with 
extreme  rapidity,  the  technology 
has  the  effect  of  distancing  the 
active  trader  from  any  residual 
sense  of  the  rights  and  responsi- 
bilities of  ownership. 

In  the  case  of  internet  stocks, 
many  of  which  have  doubled, 
trebled,  quadrupled  and  more  in 
recent  months,  the  result  looks 
■ less  like  the  stabilising  specula- 
tion beloved  of  liberal  economists' 
than  a bubble. 

Most  of  the  stocks  in  question 
yield  no  income  - the  classic  defi- 
nition of  a speculative  invest- 
ment Most  of  the  speculators  are 
buying  in  expectation  of  an  early 
rise  in  price,  rather  than  any 


long-run  assumption  about  earn- 
ings. Those  few  who  do  look  at 
the  underlying  prospects  are 
mainly  concerned  with  whether 
losses  exceed  or  fell  short  of  ana- 
lysts' expectations. 

As  Alan  Greenspan,  the  Fed- 
eral Reserve  chairman,  remarked 
yesterday,  the  lottery  principle  is 
at  work  here.  While  many  small 
companies  with  soaring  stock 
prices  will  succeed,  he  says,  the 
majority  are  almost  sure  to  fefi. 
When  people  know  that  a stock 
will  be  valued  either  at  zero  or  a 
huge  number,  they  are  prone  to 
pay  over  the  odds.  So  ju^t  as 
people  pay  more  for  a big  prize  in 
a lottery,  regardless  of  the  odds, 
they  are  prepared  to  pay  a pre- 
mium for  internet  stocks. 

John  Kenneth  Galbraith, 
another  celebrated  party-pooper. 
hAB  remarked  that  in  all  great 
speculative  orgies  new  devices 
turn  up  to  make  it  easier  for  the 
speculator  to  chase  those  short- 
term capital  gains.  The  peculiar- 
ity today  is  the  incestuous  circu- 
larity whereby  the  internet  facili- 
tates the  furious  trade  in  internet 
stocks  themselves. 

Mr  Greenspan  is  heartened  at 
the  way  the  internet  boom  dem- 
onstrates an  American  readiness 
to  put  capital  into  enterprise 
before  file  earnings  materialise. 
The  snag  is  that  Americans  will 
be  less  keen  to  do  that  once  the 
bubble  has  burst  At  that  point 
popular  capitalism  may  become 
very  unpopular  indeed- 


lng  flabby  management 

The  ousting  this  week  of  David 
Montgomery,  head  of  Mirror 
Group,  a media  company,  was 
greeted  as  a significant  turning 
point  for  shareholder  activism  in 
the  UK.  Mirror  Group  had  under- 
performed the  market  by  34  per 
cent  over  the  past  five  years,  and 
Institutional  investors  were 
underwhelmed  by  the  company's 
performance. 

Unlike  in  the  US,  investor 
mutinies  in  Britain  are  still  a rel- 
atively rare  event  Complacency, 
reflected  in  the  dismal  atten- 
dance at  annual  general  meet- 
ings, is  the  norm.  This  state  of 
affairs  has  its  critics.  The  Trea- 
sury, for  example,  has  let  it  be 
known  that  it  regards  fond  man- 
agers as  a breed  of  idle  “fat  cats” 
who  are  partly  to  blame  for  the 
nation’s  economic  ills. 

Matthew  Gaved,  a freelance 
corporate  governance  consultant, 
points  out  that  such  criticism  is 
easier  to  head  off  when  institu- 
tions can  respond:  “Oh.  but  we 
are  active  investors  and  responsi- 
ble owners.  Just  look  at  what 
we've  done  with  the  Mirror 
Group!" 

As  if  to  underline  this  point, 
Peter  Butler,  chief  executive  of 
Hermes  Lens  Asset  Management 
and  a key  actor  in  the  Mirror 
revolt,  says:  “I  don't  think  the 
government  needs  to  do  anything 
[about  activism].  These  are  issues 
between  shareholders  and  boards 
and  I think  shareholders  are 
beginning  to  learn  how  to  man- 
age that  relationship.’’ 

Mr  Butler,  who  is  also  a direc- 
tor of  Hermes,  which  manages 
more  than  £35bn  of  assets, 
believes  institutions  are  taking  a 
more  activist  stance  on  corporate 
governance. 

Only  three  years  ago,  he  says 
co-ordinated  shareholder  action 
was  a “great  rarity”.  Fund  man- 
agers. Mr  Butler  recalls,  were 
unwilling  to  talk  to  each  other, 
share  costs,  or  even  provide  tadt 
support. 

But  UK  shareholders  have 
flexed  their  muscles  in  the  board- 
roam  before.  What  makes  recent 
events  different? 

Perhaps  the  most  noticeable 
change  Is  that  boardroom  battles 
are  becoming  more  public,  more 
frequently.  In  the  pash  investors 
sometimes  acted  in  consort,  but 
always  in  stealth. 

The  next  reason  lies  in  the 
existence  of  Hermes  Lens  Asset 
Management  itself.  It  was  set  up 
last  October  as  an  activist  fund 
to  be  co-managed  with  Lens 
Asset  Management,  one  of  Amer- 
ica's earliest  activist  fund  manag- 
ers. The  £U5m  fund  is  targeted  at 
poorly  performing  and  poorly  run 
companies. 

So  far,  the  fond  has  set  its 
sights  on  eight  UK  companies 
and  says  its  aim  is  to  act  as  a 
catalyst  for  other  City  institu- 
tions to  bring  about  improved 
corporate  performance. 

“The  City  needs  leadership 
and,  yes,  we  are  trying  to  provide 
that  leadership,’*  Mr  Butler  says. 

Hermes  Lens  Asset  Manage- 
ment is  unusual  because  of  its 
institutional  links  with  Hermes, 
its  majority  shareholder.  UK 
Active  Value  is  another,  older 
activist  fund  which  targets 
underperformers.  The  two  have 
attracted  support  from  Calpers. 
the  largest  US  pension  fund  and 


a champion  of  shareholder  activ- 
ism. 

Specialist  activist  funds  argue 
that  they  provide  a voice  for 
institutions  that  cannot  rock  the 
corporate  boat  because  of  poten- 
tial conflicts  of  interest. 

Hermes  bas  two  clients:  the 
pensions  funds  of  BT  and  the 
Post  Office,  leaving  it  free  of  con- 
flicts of  interest  which  dog  asset 
managers  which  must  tout  for 
business.  As  a result,  it  has  been 
more  ready  to  stick  its  neck  out 
than  most  asset  managers. 

Most  of  the  UK's  largest  asset 


actions  in  recent  months,  includ- 
ing a pledge  to  underwrite  a hos- 
tile bid  for  Marley.  a building 
materials  group. 

Rivals  dismiss  Phillips  & 
Drew's  conversion  to  the  share- 
holder activist  creed  as  driven  by 
necessity  rather  than  principle. 
The  UK  fund  management  group 
has  seriously  underperformed  its 
peers  in  the  past  five  years  due  to 
a combination  of  bearishness  on 
stock  markets  and  its  large  hold- 
ings in  the  market’s  smallest, 
most  unloved  stocks. 

A more  fundamental  reason  for 


Montgomery’s  role  in  the  com- 
pany. 

Last  year’s  Hampel  report  on 
corporate  governance  placed  a 
large  part  of  the  onus  for  corpo- 
rate improvement  on  boardroom 
watchdogs. 

But  in  spite  of  the  indications 
of  change,  there  is  still  some  way 
to  go  before  all  chief  executives 
begin  fearing  for  their  jobs. 

Pessimists  point  out  that  Sears, 
the  retail  conglomerate,  was 
allowed  to  limp  along  for  years 
and  still  lost  investors  lots  of 
money  before  it  found  a suitor 


i don’t  think  the  government  needs  to  do  anything.  These  are 
issues  between  shareholders  and  boards  and  I think  shareholders 
are  beginning  to  learn  how  to  manage  that  relationship’ 


managers  depend  on  winning 
pension  fund  mandates  from 
companies  in  which  they  also 
invest.  Although  company  execu- 
tives have  a largely  indirect  role 
in  awarding  these  mandates,  a 
reputation  as  a troublemaker  is 
not  considered  helpful  for  busi- 
ness. 

Some  fund  managers  also 
defend  their  decision  to  shun 
activism  by  arguing  they  do  not 
have  the  time  or  the  money  to 
became  involved  with  the  compa- 
nies they  invest  in. 

Some  UK  institutions  funda- 
mentally disagree  with  the 
notion  that  activism  is  the  route 
to  enhanced  performance.  One  of 
the  largest  says:  1 don't  feel  it’s 
my  job  to  micro-manage  compa- 
nies I invest  in." 

Other  fund  managers,  however, 
have  begun  to  break  with  tradi- 
tion. 

Phillips  & Drew,  the  UK's 
third-Iargest  fund  manager  and 
the  Mirror  Group's  largest  share- 
holder, campaigned  hard  for  Mr 
Montgomery’s  departure.  In  addi- 
tion, it  has  been  the  main  instiga- 
tor of  several  unusual  corporate 


the  emergence  of  shareholder 
activism  in  the  UK.  however, 
may  lie  in  the  dynamics  of  the 
industry  itself. 

The  UK  investment  industry  is 
highly  concentrated,  with  five 
fund  managers  controlling 
almost  two-thirds  of  externally 
managed  pension  fond  money. 
The  four  largest  pension  fund 
managers  have  all  suffered  per- 
formance problems  in  the  past  18 
months.  Faced  with  increased 
competition  for  business,  particu- 
larly from  index  trackers  or  more 
activist  US  rivals,  no  fund  man- 
ager wants  to  be  left  with  the 
UK’s  worst  stocks. 

Julian  Treger,  one  of  the  found- 
ers of  UK  Active  Value,  says: 
“The  industry  is  now  motivated 
less  by  the  old  school  tie  and 
relationships  than  by  perfor- 
mance." 

The  final,  perhaps  most  signifi- 
cant reason  for  the  speed  of 
recent  events  is  the  emergence  of 
powerful  non-executives.  Sir  Vic- 
tor Blank,  Mirror  Group's  non-ex- 
ecutive chairman,  was  the  essen- 
tial point  of  contact  for 
shareholders  worried  about  Mr 


earlier  this  month  in  a deal  sup- 
ported by  Phillips  St  Drew. 

In  some  ways,  the  timing  of  the 
Mirror  Group  action  was  particu- 
larly fortuitous.  Meetings  to 
express  discontentment  with  the 
underperforming  company  coin- 
cided with  the  start  of  a series  of 
get-togethers  between  the  UK 
Treasury  and  Institutional  inves- 
tors this  month  to  discuss  corpo- 
rate governance. 

The  government  believes 
highly  paid,  fund  managers  are 
failing  to  keep  UK  pic  on  its  toes. 
Instead,  the  two  sides  form  a 
cosy,  self-serving  and  unaccount- 
able dub,  as  illustrated  by  the 
appalling  voting  record  at  com- 
pany AGMs:  only  about  40  per 
cent  of  shareholders  vote  in  the 
UK.  compared  with  more  than  80 
per  cent  in  the  US. 

One  senior  Treasury  official 
said  the  campaign  was  “about 
casting  the  light  of  corporate  gov- 
ernance up  the  food  chain  into 
the  dark  and  murky  world  of 
fund  management 

“Because  the  system  is  so 
opaque."  he  added,  “it’s  not  clear 
that  it's  serving  the  British  econ- 


omy as  well  as  it  could  be." 

The  UK  government  is  watch- 
ing the  latest  developments  with 
interest.  One  senior  Treasury 
official  said:  “Of  course  we  want 
to  see  shareholders  sitting  up 
and  doing  something.  But  does 
this  [the  Mirror  Group]  make  us 
think  everything  in  the  garden  is 
rosy?  No." 

He  said  voting  levels  remained 
too  low,  communication  was 
“almost  non-existent",  and  the 
examples  of  shareholder  activism 
were  still  too  few  and  far 
between.  The  government  is 
using  the  threat  of  legislation,  to 
introduce  compulsory  voting  at 
AGMs,  for  example,  as  a stick. 

That  may  not  be  necessary. 

Bob  Monks,  doyen  of  US  corpo- 
rate governance  and  a founder  of 
Lens,  says  that  in  the  US.  compa- 
nies under  attack  by  activist 
shareholders  often  shield  behind 
the  law.  The  absence  of  such 
powers  in  the  UK  is  a main 
advantage  for  activists.  “It’s 
much,  much  easier  here,"  be 
says.  “The  pieces  are  all  in  place. 
It’s  just  a matter  or  people 
slightly  altering  their  pattern  of 
behaviour." 

Nevertheless,  there  are  many 
investors  and  government  offi- 
cials who  are  frustrated  at  the 
slow  pace  of  change  in  the 
UK. 

A series  of  corporate  failures  in 
the  1980s  is  largely  credited  with 
ushering  improved  corporate  gov- 
ernance in  the  UK  The  most  sig- 
nificant failure  was  in  1991,  when 
the  tycoon  Robert  Maxwell  drow- 
ned off  the  Canary  Islands,  leav- 
ing a trail  of  debt  and  dubious 
dealings  with  pension  fund  mon- 
ies in  his  wake.  Mirror  Group, 
ironically,  was  once  part  of  the 
Maxwell  empire. 

Corporate  governance  in  the 
UK  has  travelled  far  since  the 
Maxwell  scandal.  But  investors 
are  going  to  have  to  keep  up  the 
momentum  if  their  activism  Is  to 
be  more  than  just  another  foiled 
New  Year’s  resolution. 


OBSERVER 


Boris’s  loss, 

Blair’s  gain 

The  man  responsible  for  last 
night’s  Downing  Street 
tdte-a-tdte  between  French 
president  Jacques  Chirac  and 
British  premier  Tony  Blair  wasn’t 
there. 

Since  test  autumn,  when  Blair 
suggested  they  chew  over  a few 
ideas,  the  two  leaders  have 
struggled  to  find  time  in  the  diary 
for  the  informal  meeting  of 
minds.  So  when  Russian 
president  Boris  Yeltsin  had  to 
cancel  a trip  to  Paris  because  of 
ill  health,  Chirac  spied  his  chance 
and  gave  Blair  a bell. 

Last  night’s  get-together 
touched  on  Iraq  and  Kosovo  via 
Anglo-French  proposals  for 

forging  a common  European 
defence  policy.  But  the  latest 
cross-Channel  canoodling  only 
adds  insult  to  injury  for  Socialist 
premier  Lionel  Jospin,  whose 
idea  of  socialism  seems  a bit  far 
removed  from  that  of  his  British 
counterpart  indeed,  despite  his 
record  as  a conservative 
nationalist,  Chirac’s  political 
ideas  have  arguably  moved 
closer  to  Blair’s  Third  Way  than 
Jospin's.  Much  to  the  French 
president's  amusement.  Cest  fa 
vfe. 

Motoring  along 

jack  Oust  wouldn't  be  seen 
dead  in  a Ford.  But  he’s  quite 
prepared  to  consider  being 


buried  in  his  Volvo.  The 
vice-chairman  of  the  Volvo 
Owners’  Club,  which  has 
members  as  far  afield  as  New 
Zealand  and  South  Africa,  is 
nevertheless  prepared  to  give  the 
Ford-Votvo  deal  the  benefit  of  the 
doubt  For  the  time  being. 

By  last  night,  he  hadn't  caught 
up  with  the  complexities  of  the 
sale  but  he  wants  Volvo  to 
continue  to  be  bulk  “by  Volvo 
people  in  Volvo  factories”,  even  if 
there  is  a new  paymaster  no 
one,  he  insists,  will  want  a Ford 
with  a Volvo  badge  on  It 

At  this  point,  the  chap  who 
runs  a national  helpline  for  the 
club's  4.900  members  offers  a 
stirring  recital  of  the  qualities  of 
the  cars  that  used  to  be  dubbed, 
in  homage  to  their  sweeping 
lines,  "Swedish  bricks''. 

Vdvos,  it  seems,  are  safe, 
ineffable,  rugged,  comfortable  and 
versatile  - and  they're  most 
certainly  not  driven  by 
“fuddy-duddies”  He’s  a bit  of  a 
purist  himself  and  he’s  got  two 
of  the  all-weather  warriors, 
including  a 27-year-old  145 
estate  with  94,000  miles  on  the 
dock. 

And  talking  of  the  weather, 
temperatures  In  northern  Sweden 
yesterday  fdl  to  a record  -48"C. 
People  were  told  to  stay  at  home 
and  not  to  use  the  roads.  Vdvos 
excepted,  presumably. 

Watching  Luigi 

Describing  Luigi  GIribakfi  as  a 
new  symbol  of  Italy’s  changing 


.capitalism  may  be  an 
exaggeration.  The  Piedmontese 
financier  is,  after  all,  74  - aid 
like  many  of  his  wealthy 
compatriots  prefers  to  live  in 
tax-efficient  Monte  Carlo. 

After  amassing  a sizeable  war 
chest  by  selling  his  Trace 
transport  business,  he  started 
playing  the  Italian  market  and 
launching  high-profile  raids  on 
well-known  corporate  names. 

First  target  was  Carlo  De 
Bensdetti.  the  flamboyant  Italian 
businessman  who  took  control  of 
Olivetti  after  the  briefest  of  stints 
at  Fiat  When  Olivetti  turned  into 
a nightmare,  Giribaldi  stepped  in 
and  started  building  up  large 
stakes  in  De  Benedetti’s  two 
holding  companies.  De  Benedetti 
wasn't  amused  and,  at  the  end 
of  the  day,  proved  more  cunning 
titan  Giribaldi  He  locked  up 
control  of  his  holding  companies 
and  the  Italo-Monegasque  sold 
out 

With  his  gains  he  started 
looking  elsewhere.  So  when  Fiat 
and  banking  ally  Mediobanca 
decided  last  year  to  sell  their 
controlling  stake  in  the  Sn'ra 
biomedical,  fibres  and  chemicals 
operation,  Giribaldi  spotted  his 
chance. 

Extra  flavour  came  in  the 
presence  of  Gesare  Romiti, 
who'd  just  retired  after  24  years 
of  running  Flat  Romiti  seemed 
interested  In  assuming  control  of 
Snta  and  bought  a small  stake. 

Giribaldi  may  have  hoped  for  a 
profitable  bidding  war  but  Romiti 
refused  the  challenge  and  sold 


out  - leaving  Giribaldi  the 
undisputed  master  of  Snia. 
Yesterday,  he  suggested  he 
wanted  to  play  an  active  role  In 
shaping  the  company,  but  he 
may  take  his  profit  and  seek  yet 
another  target  You’re  warned. 

Lies  and  statistics 

Do  international  fund  managers 
really  know  what  they're  talking 
about  In  Thailand?  Results  of 
recent  client  surveys  by  broker 
Paribas  Asia  Equity  leave 
Observer  wondering. 

Paribas’s  annual  poll  of  79 
leading  fund  managers  predicted 
that  the  Thai  stock  market  would 
go  up  by  a mean  of  38  per  cent 
this  year,  with  42  per  cent  of 
fond  managers  saying  they  were 
likely  to  increase  their  purchases 
of  Thai  equities.  The  message  for 
the  smart  investor  seems  to  be, 
to  jump  in  before  these  big 
money  managers  do.  Wrong. 

In  1996,  fond  managers 
predicted  the  market  would  go 
up  by  23  per  cent  when  in  foot  It 
slumped  35  per  cent  The  1997 
survey  forecast  a 20  per  cent 
increase,  but  the  market 
plummeted  55  per  cent 

Only  four  respondents  to  the 
survey  in  1998  correctly 
predicted  that  the  market  would 
go  down  - as  it  did  by  five  per- 
cent The  mean  prediction  had 
been  a rise  of  24  per  cent  Given 
that  this  year’s  prediction  is  the 
most  bulflsh  ever,  short-selling 
Thailand  might  not  be  a bad 


50  years  ago 


U.S.  And  The  Colonies 
A number  of  M.P.S  on  both 
sides  of  toe  House  of 
Commons  intend  to  press  the 
Government  for  an  early 
debate  about  President 
Truman’s  announcement  on 
participation  in  the 
development  of  the  resources 
of  the  British  Colonies.  They 
are  anxious  to  know  whether 
the  Government  has  detailed 
information  of  what  the 
Washington  Administration  has 
in  mind.  It  is  believed  in  some 
quarters  that  American 
participation  in  the 
development  of  backward 
areas  is  envisaged  by  the 
State  Department  largely  in  the 
form  of  participation  of  private 
enterprise  rather  than  through 
loans  by  toe  United  States 
Government 
Night  Ferry  To  Paris 
Advertisement  “When  I have 
to  be  in  Paris  by  breakfast- 
time, I always  go  by  ratt.  How? 
1 spend  a comfortable  night  on 
the  Ferry  without  moving  from 
the  ’Through”  sleeper  from 
London  Victoria  and  arrive  just 
before  ten  In  the  morning 
well-rested  and  well-fed.  Right 
In  the  heart  of  Paris  and  no 
Customs  delays  and  no  hotel 
bill.  1 can  leave  Parts  again  on 
the  'Golden  Arrow’  at  12.15 
and  be  back  In  London  In  time 
for  dinner.  London  *-  Paris  by 
British  Railways.” 
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THE  LEX  COLUMN 

Ford's  new  Escort 


Volvo's  car  operation  slots  neatly  into 
Ford’s  garage  of  brands.  Pitched  just 
below  Jaguar  and  Aston  Martin  and  as  a 
European  counterpart  to  T Jn<?p|p  in  the 
US,  It  rounds  out  Ford’s  luxury  portfolio. 
This  Is  a market  segment  where  Jacques 
Nasser,  Ford’s  combative  chief  executive, 
rightly  scents  above  average  margins  and 
growth. 

With  the  addition  of  Volvo’s  400,000 
annual  output  as  well  as  the  planned 
expansion  at  Jaguar.  Mr  Nasser  intends  to 
raise  Ford's  luxury  sales  from  250,000  last 
year  to  lm  early  next  century  and 
believes  he  can  credibly  challenge  BMW 
and  DalmlerChrysler. 

For  that  he  is  clearly  prepared  to  pay  an 
upmarket  price  of  roughly  seven  times 
1998  earnings  before  interest,  tax,  depreci- 
ation and  amortisation,  when  BMW  and 
Daimler  are  trading  on  four  to  five  times. 
Put  another  way.  Ford's  SKrSObn  ($6.46bn) 
offer  is  probably  SKr20bn  above  the  stand 
alone  fair  value  of  the  Swedish  car  maker. 
To  bridge  the  gap.  Ford  will  need  to  wring 
SKr2bn-SKi3bn  of  savings  out  of  Volvo’s 
SKrlOObn  annual  cost  base  - which  seems 
eminently  possible  just  through  better 
purchasing. 

Later  an,  there  should  be  more  savings 
as  Volvo,  Jaguar  and  Lincoln  share  plat- 
forms, engineering  and  research.  But  the 
real  prize  will  be  to  use  Ford’s  distribu- 
tion and  financial  resources  to  boost  Vol- 
vo’s volumes  significantly. 

So  far,  this  all  sounds  uncannily  like 
Ford's  1989  purchase  of  Jaguar,  for  which 
it  vastly  overpaid  and  which  It  then  hope- 
lessly mismanaged.  But  Volvo,  nniiire  Jag- 
uar then,  is  In  good  shape.  And  Ford  itself 
has  learned  some  lessons  and  is  a leaner, 
better-run  company. 

Volvo 

Despite  securing  a surprisingly  good 
price  for  its  car  division.  Volvo's  share 
price  barely  budged  yesterday.  That  Is  not 
quite  as  strange  as  it  seems.  Investors  are 
worried  that  Volvo  will  now  blow  all  the 
value  it  has  extracted  from  Ford  on 
Scania.  Despite  Its  rhetoric  about  having 
several  options  for  building  its  remaining 
business,  Volvo  has  seemingly  set  Its 
heart  on  its  feBuw-Swedish  truck  maker. 
And  that  means  that  Investor,  Scania's 
controlling  shareholder,  has  it  over  a bar- 
rel. The  net  effect  is  that  Volvo  is  trading 
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at  a big  discount  to  break-up  value.  Strip 
out  Its  cash  pile  plus  Its  13  per  cent  stake 
in  Scania,  and  the  Volvo  rump  ia  being 
valued  at  about  SKiSObn.  That  is  for  busi- 
nesses with  sales  of  SKrlOObn  and  operat- 
ing profits  of  SkrSbn.  The  implied  multi- 
ples - six  times  operating  profits  and  25 
per  cent  of  sales  - are  dirt  cheap. 

All  in  all.  it  would  he  much  better  for 
shareholders  if  the  Volvo  rump  was  now 
taken  out  at  a premium  instead  of  paying 
over  the  top  for  Scania.  A hostile  bid 
would  certainly  cause  a political  rumpus. 
But  given  the  industrial  logic  of  consoli- 
dation in  the  truck  Industry  - and  the 
ability  of  any  bidder  to  recoup  most  of  its 
bid  costs  by  raiding  Volvo’s  cash  pile  - it 
could  just  be  on  the  cards. 

Alcatel 

Once  bitten,  twice  shy.  There  were  no 
horrors  in  Alcatel’s  results,  hiut  Investors 
still  reeling  from  last  year’s  profits  warn- 
ing should  not  he  wowed  by  the  absence 
of  bad  news.  The  big  question  facing 
Alcatel  is  how  it  expands  In  the  US.  The 
answer  is-  with  difficulty.  US  telecommu- 
nications equipment  manufacturers  were, 
inevitably,  the  first  to  latch  on  to  the 
importance  of  internet-based  networks. 
Alcatel  needs  to  buy  In  that  technology  - 
as  Lucent  and  Nortel  have  done  - not  just 
to  pmintain  its  US  presence  but  to  protect 
its  back  in  Europe.  Alcatel's  acquisition  of 
DSC  Communications  did  broaden  its 
presence  among  US  telecoms  operators, 
but  cannot  be  billed  as  an  internet  tech- 
nology deaL  Meanwhile,  sizeable  targets 
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FT  WEATHER  GUIDE 


Europe  today 

Most  of  Spain  and  Portugal  wflf  be 
sunny,  but  the  far  north  wH  have 
rain  and  mountain  snow.  The 
central  Mediterranean  wifi  be 
breezy  and  chMy,  with  heavy 
showers  In  central  and  southern 
Italy.  Greece  will  be  mBd  with 
sunshine  and  showers.  Western 
France  win  have  rah.  Eastern 
France  and  the  Low  Countries  wHi 
turn  Increasingly  cold,  but  K-shoufd 
be  mainly  dry.  Getmany,  the 
eastern  Alps,  the  Balkans  and 
much  of  eastern  Europe  will  be 
very  coW  wtth  snow  flurries. 

Rve-day  forecast 
The  British  Isles  w$  be  mostly  dry 
and  settled.  Central,  eastern  and 
north-east  Europe  wU  be  cold  wtth 
snow  flurries.  It  wU  become  much 
colder  across  Franca,  Italy  and 
much  erf  Spam,  with  showers  near 
to  coasts  exposed  to  the 
north-east  winds. 


; u -■•*■&** 
■ ‘vT.i-lix-" 


ra  tort  -A-A.  Coe  tort  ^ A WM  nmd  (a  KM  / <Vr' 

eBawur  / 

SNuatfan  er  rnfc&ay.  remperaftra  maximum  for  day.  Fonxaatsby  “MWEATHERCENTRE 


TBOArsraiTOWTUBS 

CJngan 
. ■ 

FW 

1 

4Q 

Mndmum 

Bangtail 

Qoudy 

33 

can 

Oancaa 

•W 

Ur 

1* 

» 

CaMus 

Barcdona 

Sun 

17 

canutr 

Cloudy 

11 

MuOhftl 

Sal 

24 

Baling 

Bun 

5 

CateOanca 

Sir 

IS 

Barter 

Drnt 

10 

CNcago 

FOT 

5 

Accra 

Fair 

33 

Srtptoa 

Snow 

1 

Cbtagn 

Fair 

2 

Mgm 

Farr 

17 

Bartta 

Snow 

■a 

Date 

F* 

2fi 

AmaMrtftn 

Cloudy 

r 

Barmuda 

Fa* 

22 

DatW 

Stater 

IB 

Mm 

Mn 

13 

Bogota 

fa» 

ia 

DfH 

Ft* 

21 

Adana 

Show 

17 

Bombay 

Sir 

31 

CXM 

Sun 

25 

B.  Akw 

Far 

27 

Bnasala 

Qoudy 

2 

DUUn 

one 

10 

Btom 

Fair 

e 

Snow 

2 

Dtanm* 

F ttr 

12 

WITHOUT  COMntOL 


E**urea 

Ftt 

7 

Madeira 

IS 

Are 

Sir 

17 

Mated 

Fair 

14 

Frankfurt 

F* 

a 

Maftca 

Sot 

17 

Qwwn 

Ram 

4 

Mato 

amw 

16 

Qfaate 

Sun 

19 

Mutiaalai 

Fta 

a 

Otago* 

Show* 

7 

Manta 

F* 

30 

Hunters 

Fair 

-2 

Uatnrra 

TtexJar 

24 

HsMrtd 

Mr 

■4 

KamCb 

ten 

22 

tang  Kong 

Oaudy 

23 

Miami 

Tlardw 

26 

HonoMu 

9un 

28 

MRan 

Sot 

9 

tear 

Stater 

12 

Montoal 

Frtr 

-7 

Jakarta 

30 

Moacow 

Snow 

-4 

Jwr 

Qoudy 

12 

Month 

Snow 

•2 

JuliaumfrraQi  vMi' 

24 

Nrtmtt 

Sun 

28 

Karate 

Sir 

25 

Nrttaa 

. Mr 

12 

Kuwait 

Fair 

18 

Hreaau 

Fat 

27 

LAngto 

Qoudy 

22 

Naw  York 

Sun 

1 

teaPMnac 

Sun 

21 

Mea 

M- 

15 

Lira 

Fak 

28 

rente 

Shotmr 

ia 

LWxn 

Sun 

16 

Ote 

Bun 

-6 

London 

Ctuty 

a 

tork 

Mn 

7 

LllfcbOUB 

Fair 

i 

Parth 

Sun 

92 

Lyon 

Rain 

0 

Pragu* 

enow 

-3 

Rangoon 

Sot 

34 

Ftaftjtok 

Bdn 

7 

Rio 

Fair 

28 

Rama 

Stater 

14 

S.  Ffaeo 

Fat 

11 

SaoU 

Fak 

1 

ghaapom 

7?wtaar 

B0 

BwoMiatm 

Snow 

•12 

Btatbourg 

Fat 

2 

ByOraty 

Itaartar 

27 

TlnoMr 

Sot 

17 

TalAulv 

Mr 

20 

Toly, 

fet 

8 

Toronto 

Fair 

-2 

Vonoomr 

Ram 

a 

Vb««i 

SOT 

9 

Item 

Snow 

-1 

Wataaw 

Fak 

■4 

WtaWiapan 

FUr 

7 

"WlOTl 

Fair 

20 

UAtekm 

wwvipefl 

Cloudy 

1 

2utcti 

Qoudy 

2 

are  runing  out  The  few  that  remain,  such 
as  Newbridge  Networks,  are  getting  more 
expensive  by  the  And  the  French 

company’s  paper  is  unlikely  to  attract 
fans  in  the  US  right  now.  Luckily, 
Alcatel's  one  redeeming  virtue  is  its 
strong  balance  sheet 

A good  acquisition  would  help  combat 
the  lethargy  that-  weighs  on  the  shares. 
Two  other  things  would  help.  More  news 
on  teg  orders,  and  proof  that  it  can  really 
get  its  telecoms  margins  up  from  < per 
cent  to  7-7%  per  cent  by  the  end  of  2000. 
Job  cuts  should  help.  If  Alcatel  really 
delivers  on  this,  it  deserves  to  be  let  out  of 
the  dog-house.  But  investors  should  wait 
for  further  good  news  before  being 
seduced  into  the  stock.  . 

Internet  stocks 

It  is  a truth  universally  acknowledged  - 
now  even  tv  Alan  Greenspan  - that  inter- 
net stocks  are  wildly  overvalued.  But  the 
inevitable  correction  could  do  more  than 
separate  the  real  from  the  fool’s  gold. 
There  is  a correlation  between  the  inter- 
net stock  bubble  and  the  popularity  of 
internet  trading  by  retail  investors. 
Both  could  suffer  when  the  bnbble 
bursts. 

In  the  last  quarter,  25  per  cent  of  US 
retail  stock  trading  was  on  the  internet. 
Such  trading  is  disproportionately  concen- 
trated in  about  two  dozen  technology 
stocks,  most  of  thmn  illiquid  and  highly 
volatile.  Some  brokers  have  Increased 
margin  requirements  and  at  least  one 
firm  has  stopped  making  markets  in  the 
most  volatile  stocks.  A National  Associa- 
tion of  Securities  Dealers  committee  is 
looking  for  ways  to  deal  with  the  volatil- 
ity and  now  the  Securities  and  Exchange 
flrnnmmnn  haa  warned  online  investors 
to  taka  care. 

Nonetheless,  when  the  correction 
comes,  inexperienced  retail  Investors, 
used  only  to  rising  prices,  are  bound  to 
cry  fbuL  If  an  internet  stock  crash  leads 
to  a broader  market  fall,  Internet  trading 
could  aid  up  carrying  the  can.  just  as 
programme  trading  did  in  1987.  In  the 
long  term,  the  benefits  of  internet  trading 
- greater  access  and  lower  costs  - are 
highly  desirable.  But  safeguards  to  ensure 
an  orderly  market,  such  as  minimum  float 
sizes,  are  needed.  And  preferably  before 
rather  than  after  a farfclnch 


Tokyo  set  to  take  US 
steel  dispute  to  WTO 

Trade  tensions  rise  over  accusations  of  dumping 


By  Mfchfro  Hafcamoto  aid  Alexandra 
Harney  to  Tokyo  and  Deborah 
Mcwpar  m wasarngton 

The  Japanese  government  is 
preparing  to  take  the  US  to  the 
World  Trade  Organisation  over  an 
American  lawsuit  against  three 
Japanese  companies  importing 
steel  into  the  US. 

Japanese  officials  said  Tokyo's 
action  could  come  within  ' weeks. 
The  move  follows  rising  tensions 
over  steel  trade  and  what  Japan 
sees  as  US  steps  to  Impose  unilat- 
eral sanctions  on  trading  partners. 

The  dispute  involves  a suit  filed 
by  a US  steel  company,  Wheeling 
Pittsburg,  against  Itochu,  Maru- 
beni and  Mitsui,  three  of  Japan's 
top  trading  aimpaniMi  under  the 
1916  US  anti-dumping  act.  The  law- 
suit alleges  that  the  three  compa- 
nies caused  injury  to  Wheeling 
Pittsburgh  by  dumping  hot-rolled 
steel  from  Japan  and  Russia  in  the 
US  market 

Japanese  trade  nFAMalfl  contend 
that  the  suit  violates  WTO  rules 
since  the  1916  act  itself  breaches 
the  principle  of  national  treatment 


and  does  not  conform  to  WTOanti- 
dumptng  rules.  The  1916  act  fralso 
the  target,  of  a separate  dispute 
between  the  European  Union  and ' 
the  US  over  steel  imports. 

UK  steel  producers  have  filed  sep- 
arate anti-dumping  charges  with 
the  US  International  Trade  Com- 
mission against  Japanese  steelma- 
kers directly. 

US  officials  have  made  clear 
that,  unless  steel  imports  from 
Japan  teD.  they  will  resort  to  what- 
ever measures  are  available, 
including  domestic  trade  laws, that' 
allow  the  US  to  target  and  monitor 
imports  from  specific  sectors  and 
countries.  •• 

Bethlehem  Steel  yesterday^ 
hUmari  'cheap  Japanese  imports  fin* 
its  deteriorating  performance.  It 
announced  a 57  per  cent  reduction 
in  net  profits  for  1996. 

In  Japan,  Stenya  Okuda,  director 
of  the  iron  and  steel  dirisfon  in  the 
trade  ministry,  said  that  the  nearly 
300  per  cent  increase  in  Imparts 
last  year  was  the  result  of  market 
forces  and  reflected  a sharp 
increase  in  demand  iuad  insuffi- 
cient capacity  o£  US  wnU«  to  fill  the 


0IJapanese  steel  exports  to  CS 
^11  47  per  cent  in  December,  th 
first  monthly  decline  tn  «°re  than 
a year,  according  to  prehminarj 
figures  published  yestert*ay' 

US  Commerce  Secretary  William 
Daley  said  the  lower  Imports  from 
Japan  were  “good  news"  but  did 
not  rule  out  future  action  if  steel 
imports  surged  again. 

He  noted  that  the  surge  in 
imports  of  hot-rolled  steel  from 
Japan  in  1998  a 385  per  cent 
increase  over  1997.  , , . 

The  hot-rolled  category  is  of  Kev 
significance.  US  steel  producers 
and  unions  have  filed  dumping 
charges  against  Japan.  Brazil  and 
Russia,  alleging  that  these  coun- 
tries have  swamped  the  US  market 
hot-rolled  carbon  steel.  The  sharp 
rianiine  in  December  Imports  par- 
tially reflects  anticipation  that 
additional  tariffs  will  be  forthcom- 
ing as  the  dumping  case  prog- 
resses. Any  duties  that  are  applied 
are  hkely  to  be  retroactive. 

‘ department  Any  duties  that  are 
later  applied  will  likely  be  retroac- 
tive 


Japanese  industrial  production  t 
sees  worst  decline  for  23  years 


By  Alexandra  Nssbaum  hi  Tokyo 

Japan  suffered  its  worst  decline  in 
industrial  production  for  23  years 
last  year,  but  analysts  shrugged  off 
yesterday's  data  and  other  gloomy 
economic  statistics  as  being  In  line 
with  expectations. 

The  6£  per  cent  fall  in  industrial 
production  was  the  first  decline  in 
five  years,  according  to  the  Ministry 
of  internetinnai  Trade  and  Industry. 

Retail  sales  declined  4.7  per  cent, 
the  second  year  they  had  fallen, 
while  domestic  vehicle  production 
tumbled  8 per  cent. 

Efforts  by  manufacturers  to  cut 
inventories  in  response  to  weak 
domestic  demand  were  responsible 
for  the  decline  in  industrial  produc- 
tion, according  to  a report  issued  by 
Konosuke  Ikeya,  chief  of  the  minis- 
try’s Statistics  Analysis  Division. 

Shipments  fell  6.4  per  cent  in  1996. 
marking  the  first  decline  in  five 
years  and  the  largest  since  1975 


when  they  ten  7.5  per  cent.  Invento- 
ries fen  7 per  cent  last  year.  - 
. The  preUnrinary  December  figure 
for  industrial  output  actually  rose 
LS  per  cent  month  on  month  season- 
ally adjusted.  This  was  better  than 
Miti’s  forecast  of  as  per  cent  and 
surprised  analysts  who- expected 
industrial  output  to  drop  in  line  with 
December’s  fall  in  electricity 
ripmand  by  large  manufacturers. 

The  electricity  demand  for  largB 
users  revealed  a 35  per  cent  drop  in 
December,  fefiowing  a 45  per  cent 
fell  in  November. 

“The  three-month  moving  average 
for  electricity  demand  usually  corre- 
lates with  the  industrial  output  fig- 
ures as  large  manufacturers  use 
about  two-thirds  of  Japan’s  electric- 
ity." said  James  Maieritm,  economist 
at  JP  Morgan.  “The  rise  of  1.3  per 
cent  in  December  was  better  than 
expected." . • • 

The  preliminary  December  results' 
paint  a deceptively  rosy  picture  of 


the  Japanese  economy.  Seasonally 
adjusted  figures  show  shipments 
were  up  1.4  per  cent  while  invento- 
ries fell- 1.7  per  cent 

“Inventories  have  been  down  nine 
out  of  the  past  10  months,"  said 
Peter  Morgan,  economist  at  HSBC 
Securities.  "The  industrial  produc- 
tion figures  are  striking,  given  this 
continued  decline  in  inventory 
levels."  ■ 

The  ministry  announced  that  a 
survey  of  manufacturers  found  that 
production  should  rise  1 per  cent  in 
January,  then  fell  0£  per  cent  In 
February.  Domestic  vehicle  produc- 
tion. fell  8 per  cent  year  on  year  in  ./ 
December  to  778,141  vehicles,  if 
according  to  the  Japan  Automobile  j j 
Association.  * / 

The  data  were  roughly  in  line  with 
analysts  gyppetotions. 

"Whiter  bonuses  were  down  about  2 
to  S per  cent,  and  the  weather  has 
been  warm,  so  we  expected  lower 
retail  sales,”  said  Mr  Morgan. 
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Euro  - Fixed  Income.  WestLB 
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Without  Question,  the  Euro  proaonta  _ 
fantastic  new  opportunities  far 
borrowers  and  investors.  In  fact  it 
crastas  the  second  largest  bond  . 
msricat  in  jtia  world,  opening  ^ 
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advantage  of  tfns  market,  turn  to 
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Fixed  Income  houses  bi  the' 
Deutschmark,  we  cater,  for 
ywr  Euro  need*  by  transferring 
our  Deutschmark  strengths  , to 
Euroland, 
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Tractebel  investors  seek  vote 

Small  shareholders  in  Tractebel,  the  Belgian 
energy  group,  are  seeking  a board  meeting  to 
confirm  the  position  of  chief  executive  Baron 
PhiAppe  Bodson,  amid  rumours  that  Suez  Lyoo- 
nalse  des  Eaux,  the  French  utHity  group  and 
majority  shareholder,  is  trying  to  oust  him  after 
disagreements  over  strategy.  Page  24 

BCE  announces  joint  venture  plan 

BCE,  the  market  leader  In  Canada's  C$1 6bn 
teiecommunicaQons  Industry,  is  to  launch  a joint 
venture  with  Manitoba  Telecom  Services  that 
moves  it  closer  to  becoming  Canada's  first  full 
service  national  telecoms  company.  Page  26 

Greece  to  modernise  bond  market  * 

On  February  1,  the  Greek  central  bank’s  elec- 
tronic bond  trading  system  will  open  to  trading 
by  foreign  banks,  as  confidence  grows  that 
Greece  wiH  become  a member  of  the  euro-zone 
in  2001.  Capital  Markets,  Page  30 

BHP  to  pull  out  of  Gazprom  project 

BHP  Petroleum,  the  oil 
and  gas  arm  of  the 
Australian  industrial 
conglomerate,  is  to 
withdraw  from  Russia 
| after  five  years  of  trying 
to  launch  an  offshore 
oil  development  con- 
sortium project  with 
Gazprom  and  Rosshetf. 
The  move  comes  at  a 
time  when  the  govern- 
ment of  prime  minister 
Yevgeny  Primakov  (above)  is  trying  to  address 
several  long-standing  grievances  of  potential 
foreign  oil  investors.  Page  25 

Copper  producers  flood  the  market 

Copper  stocks  are  near  record  levels. 
Double-digit  growth  in  Asian  demand  In  the 
mid-1990s,  along  with  soaring  prices,  encour- 
aged copper  minets  to  expand.  When  Asian 
markets  began  to  collapse  it  was  too  late  to 
cancel  the  projects.  Conunodfties,  Page  32 

Vilnius  lifted  by  bank  stake  rumours 

Lithuania's  normally  lethargic  Vilnius  bourse  has 
had  an  eventful  couple  of  weeks  following 
rumours  that  a foreign  suitor  was  to  buy  a stake 
in  Hermis  bank,  Lithuania’s  second  largest  com- 
mercial bank,  whose  shares  rose  35  per  cent 
last  week.  Emerging  Market  Focus,  Page  42 
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TRW  bids  £4bn  for  Lucas V arity 


By  Andrew  Edgecfifte-JoimsoB 
and  WBBara  Lewis  in  New  York 

TRW,  the  US  steering  systems 
and  spacecraft  manufacturer, 
confirmed  a £4bn  ($&6bnl  offer 
for  LucasVarity  yesterday  to 
create  the  world’s  second  larg- 
est independent  automotive 
components  supplier. 

However,  the  UK-listed 
brakes  and  aerospace  group  is 
expected  to  face  a rival  offer 
from  Federal-Mogul,  the 
acquisitive  US  braking 
systems  manufacturer. 

Federal-Mogul,  chaired  by 
Dick-Snell,  is  expected  to  retal- 
iate against  TRW*  a 288p  per 


Federal-Mogul  still  expected  to  make  rival  offer  for  UK  components  group 


share  cash  offer  with  a slightly 
higher  bid.  LucasVarity rs 
shares  closed  at  290V4p,  up  7p. 

Federal-Mogul  proposed  a 
half-shares,  half-cash  condi- 
tional offer  last  week,  but  it  is 
thonght  any  formal  bid  would 
include  a fhfi  cash  alternative. 
Some  UK  investors  were  reluc- 
tant to  hold  US-listed  paper. 

Joe  Gorman,  TRW  chairman, 
said  TRW  had  been  allowed  to 
conduct  due  diligence  by 
LucasVarity.  although  Federal- 
Mogul  was  only  granted  such 
access  yesterday.  TRW  was 


unable  to  buy  any  LucasVarity 
shares  to  strengthen  its  posi- 
tion, however. 

Yesterday’s  offer  included  a 
£SQm  break-up  fee.  payable  to 
TRW  in  the  case  of  a success- 
fill  rival  bid.  The  fee,  which  is 
groan  by  US  standards,  would 
cover  TRWs  expenses  to  date, 
Mr  Gorman  said. 

Federal-Mogul,  which  has 
spent  over  g5bn  on  acquisi- 
tions since  September  1997, 
was  yesterday  granted  access 
to  the  information  that  had 
been  shown  to  TRW.  No  count- 


er-offer is  expected  until  it  has 
completed  due  diligence,  and 
the  group  may  wait  until  it 
sees  J'KVV's  offer  document, 
which  should  come  next  week. 

One  US  investor  said  he  was 
concerned  that  Federal-Mogul 
had  previously  not  been 
allowed  to  conduct  due  dili- 
gence. “This  should  be  an  open 
and  fair  auction,"  he  said. 

Victor  Rice,  chief  executive 
of  LucasVarity  and  proposed 
vice  chairman  of  TRW,  said: 
“Federal-Mogul  made  a very 
conditional  offer  and  at  that 


stage  we  were  in  deep  discus- 
sions with  TRW."  He  added: 
“We  will  be  appropriately 
accommodating  when  Federal- 
Mogul  make  a proper  offer." 

He  said  LucasVarity  would 
prefer  a takeover  by  TRW, 
arguing  that  the  synergies  in  a 
Federal-Mogul  deal  would  be 
“dramatically  less  than  with 
TRW".  Mr  Wee  would  head  the 
combined  automotive  business 
under  Mr  Gorman. 

Mr  Gorman  said  he  expected 
to  reap  more  than  $200m  of 
annual  synergies  by  2001, 


mostly  from  purchasing  bene- 
fits. Jobs  would  be  increased, 
not  cut.  He  added  that  the  deal 
would  immediately  benefit 
TRWs  earnings,  and  that  he 
was  committed  to  retaining  an 
investment-grade  credit  rating. 

Mr  Gorman  said  TRW  would 
do  “whatever  is  required  by 
way  of  issuance  of  equity  or 
divestments  of  non-core  bust- 


JP  Morgan  advised  TRW, 
and  Lazard  Brothers  is  work- 
ing for  LucasVarity.  Federal- 
Mogul  is  advised  by  Merrill 
Lynch. 
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Russia’s  London  Club 
debt  price  rises  30% 

Value  of  Prins  boosted  by  speculation  of  restructuring 


By  Arkady  Ostrovsky  in  London 
and  John  ThamND  in  Moscow 


The  price  of  Russia’s 
restructured  Soviet-era  com- 
mercial debt,  known  as  Prins, 
has  jumped  more  than  30  per 
cent  this  week  on  the  hark  of 
mounting  speculation  about  a 
restructuring  deal. 

The  price  of  the  publicly- 
traded  Prins,  which  collapsed 
at  the  Hroe  of  Russia’s  finan- 
cial crash  last  August,  rose 
from  6-25  per  cent  of  its  face 
value  lagt  week  to  atmngf  R 5 
per  cent  yesterday. 

Traders  hope  this  restruc- 
tured London  Club  debt,  which 
is  now  technically  in  default, 
could  eventually  be  converted 
into  Brady  bonds,  instruments 
backed  by  the  collateral  of  US 
Treasury  bonds. 

Richard  Gray,  emerging 
market  strategist  at  Bank  of 
America,  said:  “What  Investors 
are  paying  for  is  the  chance 
that  London  Club  debt  would 
be  converted  into  Brady  bonds. 
However,  that  is  very  remote 
for  the  tone  being." 

The  rally  In  the  Prins  mar- 
ket has  been  fuelled  by  repots 


that  the  US  Treasury  has  been 
sounding  out  market  opinion 
about  how  Russia’s  $150bn 
external  debt  burden  might  be 
alleviated. 

It  also  follows  recent  talks 
between  Russian  finance  offi- 
cials and  the  Paris  Chib  of  sov- 
ereign creditors,  which  also 
hold  billions  of  dollars  of  Sovi- 
et-era debt 

Philip  Poole,  east  European 
economist  at  ING  Barings, 
Russian  debt  could  be  restruc- 
tured in  the  same  way  as 
Poland's  was  in  the  early 

lyUte 

At  that  time,  the  US  Trea- 
sury persuaded  the  Paris  Chib 
to  writs  off  a large  chunk  of 
Poland’s  debt  - mostly  owed  to 
west  European  countries  - and 
then  restructured  it 

“It  could  be  very  similar  in 
Russia.  The  US  will  rake  the 
Lead  and  use  other  taxpayers' 
money  to  get  a foreign  policy 
benefit  for  themselves,”  Mr 
Poole  said 

Any  restructuring  deal  could 
involve  some  debt  forgiveness 
by  the  London  Club  creditors 
and  the  restructuring  of  the 
J22bn  of  the  principal  Soviet- 


era  debt  into  new  dollar- 
deno ruinated  Brady  bonds, 
which  would  be  traded  on 

iTitomatinnal  mark-gtn 

But  discussions  about 
restructuring  Russia’s  external 
debts  are  at  an  early  stage  and 
cannot  be  «wtiiwwmt«i  until 
Russia  strikes  a deal  with 
the  Internationa]  Monetary 
Fund. 

An  IMF  mission  is  bolding 
talks  in  Moscow  with  the  Rus- 
sian government,  but  has  crit- 
icised the  country’s  draft  1999 
budget  as  unrealistic  - 
suggesting  any  agreement 
is  still  many  weeks 
away. 

The  Russian  firemen  minis- 
try has  attempted  to  draw  a 
sharp  distinction  between 
Soviet-era  debt  -and  post-1992 
debt  Issued  by  the  Russian 
Federation,  which  it  claims  is 
“untouchable”. 

It  is  strongly  resisting  any 
suggestion  that  its  sovereign 
eurobonds  should  be  included 
in  a comprehensive  debt 
restructuring  scheme. 

(tasted  routatte. 
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Ericsson,  the  SwedWi  telecoms  group,  warned  thut  votatfle  markets 
and  launefi  costs  fer  its  new  mobfe  phones  would  hoM  beck  profits. 
Swn-Chrtster  NQsson,  chief  executive,  said  Ericsson  was  determined  to 
grow  faster  than  the  market  In  the  long  term.  Page  24  PicturarAP 


CHICAGO  BOARD  OF  TRADE  DECISION  TO  END  ALLIANCE  IS  SLAP  IN  THE  FACE  FOR  FRANKFURT  EXCHANGE 


Eurex  faces  a tougher  future 


EirtMr 

Average  daKy  wksna  from 
Jan  19-27, 1999  COCOs) 


By  Edward  Luce  and 
NBdd  Taft  in  London 


Officials  at  Eurex,  Europe's 
largest  derivatives  exchange, 
have  been  given  a crash  course 
tins  week  in  life's  changing 
fortunes.  The  decision  by 
members  of  the  Chicago  Board 
of  Trade,  the  world’s  largest 
derivatives  exchange,  to  tear 
up  a long-planned  alliance 
with  Eurex  is  a slap  in  the  face 
for  the  Frankfurt  exchange. 

Coming  so  soon  alter  the 
London  International  Finan- 
cial Futures  and  Options 
Exchange  converted  its  domi- 


nance in  D-Mark  interest  rate 
futures  into  an  unexpectedly 
dominant  position  in  euros, 
the  outlook  for  Eurex  suddenly 
looks  less  certain. 

“If  Eurex  had  launched  a 
single  trading  platform  with 


the  CBOT,  Frankfurt  would 
have  looked  impregnable,** 
says  Ed  Canton,  bwd  of  Euro- 
pean derivatives  at  Credit  Sui- 
sse First  Boston.  "As  it  stands, 
Liffe  is  beginning  to  look  like  a 
strong  rival  to  Eurex  again." 

Just  nine  months  ago,  Eurex 
overtook  liffe  as  the  largest 
exchange  in  Europe  when  it 
won  majority  share  in  the  vital 
futures  contract  in  the  15-year 
German  government  bond. 
Eurex  executives  then  set  their 
sights  cm  Liffe's  other  area  of 
strength,  the  market  in  three- 
month  interest  futures. 

But,  having  strenuously 
resisted  the  superiority  of  elec- 
tronic trading  - which  had 
been  deployed  skilfully  by 
Eurex  to  undercut  Liffe  - the 
London  exchange  has 
embraced  screen  trading  with 
an  the  zeal  of  a convert.  Matif, 


the  France-based  exchange, 
has  also  abandoned  its  "open 
outcry"  floor  trading  system  in 
fevour  of  screens.  Eurex  has 
thus  lost  its  chief  competitive 
advantage. 

“Suddenly,  Liffe  is  the  one 
with  the  modern  trading  plat- 
form," says  a senior  official  at 
a German  bank.  "But  Liffe 
should  not  get  too  complacent 
because  the  system  has  not 
been  tried  and  tested  yet” 

Analysts  say  the  battle 
between  the  two  exchanges  is 
likely  to  settle  into  a more  sta- 
ble rivalry,  with  Eurex  domin- 
ating long-term,  fixed-income 
contracts  and  liffe  dominating 
shorter-maturity  contracts. 
“The  market  should  be  pleased 
that  Liffe  looks  like  surviv- 
ing." says  Mr  Condon.  "Every- 
one benefits  from  competition 
between  equals." 


For  the  CBOT,  the  outlook  is 
also  uncertain.  Many  members 
think  the  exchange  will  still 
need  a viable  electronic  trad- 
ing platform,  if  only  to  deal 
with  competitive  threats.  At 
present,  CBOT  has  its  "Project 
A"  system  - used  mainly  for 
after-hours  business  - but  its 
capacity  is  widely  seen  as  lim- 
ited. 

"The  CBOT  needs  an  elec- 
tronic alternative,"  says  Jim 
Gary,  global  futures  manager 
at  ABN  Amro.  "If  they  want 
Project  A to  be  that  alterna- 
tive, it  needs  to  be  upgraded. 
The  question  is,  can  that  be 

done?" 

The  pursuit  of  partners  may 
also  continue.  David  Brennan. 
CBOT  chairman,  is  known  to 
have  contacted  the  neighbour- 
ing Chicago  Board  Options 
Exchange,  which  is  looking  to 


LUB  Brat  Uetif 


develop  Its  own  electronic  plat- 
form. The  rival  Chicago  Mer- 
cantile Exchange  has  also  pre- 
viously offered  to  collaborate 
on  technology.  "Utopia  for  me 
would  be  the  CBOT,  the  CME, 
possibly  the  CBOE  and  possi- 
bly Liffe,  all  coming  together 
with  one  electronic  alterna- 
tive," says  Mr  Gary. 


Swiss  and 
French  to 
link  stock 
exchanges 

By  Vincent  Boland  in  London 
and  Saner  teKandar  In  Paris 

The  Swiss  and  French  stock 
exchanges  yesterday  agreed  a 
strategic  alliance  similar  to 
that  between  London  and 
Frankfurt  in  a move  to 
increase  their  negotiating 
power  in  the  creation  of  a pan- 
European  exchange. 

SBF-Paris  Bourse  and  the 
Swiss  Exchange  (SWX)  agreed 
to  offer  full  access  to  each  oth- 
er’s members  to  trade  equities 
and  bonds  by  interconnecting 
their  trading  systems. 

The  arrangements  are 
planned  to  be  in  place  by  the 
end  of  June. 

They  would  also  begin  har- 
monising market  regulations 
and  move  to  create  a joint 
clearing  operation. 

The  alliance  gives  the  two 
exchanges  a great  deal  more 
clout  collectively  in  the 
protracted  negotiations  among 
eight  European  bourses  to  set 
up  a single  trading  platform 
fin:  the  shares  of  Europe's  top 
companies. 

Under  the  Anglo/German 
plan  for  a European  "super- 
bourse", unveiled  last  July,  the 
trading  platform  would  be  in 
place  “beyond  2000".  The  first 
phase  of  the  plan,  involving 
cross-membership  and  single 
points  of  liquidity  for  UK  and 
German  shares  in  their  home 
markets,  took  effect  on  Janu- 
ary 4. 

Observers  said  the  Franco/ 
Swiss  agrement  would  hasten 
the  process  of  harmonising 
Europe's  diverse  exchange 
regimes. 

But  it  could  also  increase  the 
tension  among  the  top  four 
markets  - London,  Frankfurt, 
Paris  and  Zurich  - over  con- 
trol of  the  venture  and  over 
crucial  questions  of  technology 
and  indices. 

The  French  bourse  had 
sought  to  create  a rival  to  the 
Anglo/German  deal  but  foiled 
to  persuade  other  European 
exchanges  to  join  it.  Yesterday 
Paris  and  Zurich  stressed  their 
alliance  was  complementary  to 
the  initiative  rather  than  in 
opposition  to  it 

Jean -Francois  Theodore, 
SBF  chairman,  said:  "It  Is  an 
integral  part  of  efforts  to  build 
the  pan-European  stock  mar- 
ket" 


Alcatel  pursues  acquisitions  to  boost  internet  role 


By  DavW  Owen  bi  Paris 


Alcatel,  the  French 
telecommunications  equip- 
ment company,  is  working  on 
"two  or  three"  mnltbniUion- 
dollar  acquisitions  aimed  at 
strengthening  its  position  In 
internet-related  technologies, 
Serge  Tchuruk,  chairman,  said 

yesterday. 

The  prospective  deals  would 
be  of  a similar  size  to  last 
year's  purchase  of  Packet 


Engines,  a high-performance 
internet  technology  provider, 
Which  had  an  tmptiari  value  of 
S315m,  the  Alcatel  chief 
suggested.  "The  objective  for 
1999  is  to  adopt  a strategy 
largely  centred  an  the  inter- 
net,” he  said. 

ffis  comments,  as  the  group 
released  preliminary  1996 
results  in  line  with  expecta- 
tions, were  not  enough  to  pre- 
vent the  shares  foiling  3-5  per 
cent  at  €98.5  In  a compara- 


tively buoyant  Paris  market 

Analysts  attributed  the  tum- 
ble to  a reduction  in  1999  profit 
expectations  for  the  core  tele- 
coms sector. 

"Previously,  it  was  expected 
‘that  telecoms  unit  operating 
profit  would  grow  50-60  per 
cprit  this  year,"  sard  Douglas 
Smith,  analyst  witfc*Salornon 
Smith  Barney.  “Now  they  are 

looking  for  operating  profit 
growth  of  40  per  cent.  That  is  a 
healthy  performance  but  lower 


than  previous  expectations." 
Yesterday’s  share  price  decline 
was  mild  compared  with  the 
reaction  four  months  ago, 
when  a profit  warning  deliv- 
ered with  Alcatel's  Interim 
results  wiped  FFr70bn 
(€10 .7  bn,  S12.36bn)  from  its 
market  capitalisation  in  a sin- 
gle day. 

Since  then,  the  shares  have 

remained  depressed,  making  it 
difficult  for  the  company  to 
make  more  acquisitions  using 


shares  at  a time  when  all- 
paper  transactions  are  driving 
rapid  consolidation  of  the 
Industry. 

Alactel’s  preliminary  1998 
net  income  was  a record 
EFrX5Jhn,  lip  from  FFrtLTbn  a 
year  earlier,  after  a FFrl&2bn 
after-tax  capital  gain  from  the 
disposal  of  non-core  assets  and 
FFr&5bn  in  new  restructuring 
provisions. 

Income  from  operations  rose 
just  over  10  per  cent  to 


FFr&5bn,  In  the  core  telecoms 
unit,  income  from  operations 
rose  80  per  cent  to  FFr4bn. 
Sales  in  the  transport  and 
access  segment  rose  more  than 
40  per  cent  due  mainly  to  the 
"explosion"  in  internet  traffic. 

Last  year’s  figures  included 
a four  months’  contribution 
from  DSC  Communications, 
the  US  telecoms  equipment 
company  acquired  last  year. 
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FORD-VOLVO  DEAL  SEARCH  FOR  PARTNERS  IS_SET  TO  INTENSIFY  AMONG  DISAPPOINTED  SUITORS  __  

V olvo  buy  steps  up  scramble  for  size 


By  Jotoi  Griffiths  to  London, 

Paul  Betts  si  MSar  and 
Alexandra  Harney  in  Tokyo 

By  scooping  up  Volvo's  car 
division.  Ford  has  put  the 
global  automobile  industry 
ou  notice  once  again  thnh 
size  matters. 

And  its  takeover  of  Vol- 
vo's car  arm  will  have 
knock-on  effects  throughout 
the  sector,  some  of  them 
alarming  for  Its  more  vulner- 
able members. 

The  creation  of  Daimler- 
Chrysler  last  year  moved  the 
goalposts  when  it  comes  to 
economies  of  scale.  This  year 
it  has  made  the  search  for 
partners  much  more  urgent 
for  Volvo's  disappointed 
suitors. 

Most  directly  affected  are 
Fiat  and  Mitsubishi  - Flat 


because. of  the  blow  U deals 
to  Ute  Italian  group's  aspira- 
tions in  the  car  and  truck 
sectors  and  Mitsubishi 
because  of  the  uncertainty  it 
raises  over  Ned  Car,  its  joint 
car-making  venture  with 
Volvo  in  the  Netherlands. 

But  it  will  also  have  conse- 
quences for  other  sets  of 
behind-the-scenes  negotia. 
tions  going  on  in  the  indus- 
try that  will  change  its 
global  face  by  the  millen- 
nium. The  consolidation 
includes  the  components 
industry,  as  this  week’s  bat 
tie  between  TRW  and  Feder- 
al-Mogul for  LucasVarity 
underscores.  Current  negoti- 
ations Include: 

• Volvo  seeking  the  take- 
over of  rival  Swedish  trucks 
group  Scania,  to  overtake 
DaimlerChrysler  as  Europe's 


biggest  heavy  truck  maker; 

• Volkswagen,  anxious  to 
enter  the  heavy  trucks  busi- 
ness, making  approaches  to 
Scania  and  Volvo.  Renault 
has  also  expressed  interest 
In  Scania; 

• Renault  and  Daimler- 
Chrysler  confirming  they  are 
in  talks  with  Nissan  Motor 
about  taking  a substantial 
stake  In  the  troubled  Japa- 
nese car  maker; 

• VW,  Ford  and  Fiat,  said 
by  London  analysts  to  have 
made  approaches  to  Nissan; 

• DaimlerChrysler  sepa- 
rately in  talks  about  acquir- 
ing Nissan  Diesel,  a truck 
and  engine  affiliate; 

• DaimlerChrysler  having 
had  informal  contacts  with 
Mitsubishi  Motors,  although 
speculation  of  an  alliance  is 
discounted. 


Meanwhile,  Ford  has 
denied  speculation  that  it 
might  seek  to  take  over 
BMW  and  Us  UK  subsidiary, 
Rover,  or  Honda. 

Fiat,  the  jilted  partner  in 
the  Ford/Volvo  deal,  is  per- 
haps under  the  greatest  pres- 
sure to  merge  or  make  an 
acquisition.  It  is  expected 
today  to  annniiTw  sharply 
lower  preliminary  1998  finan- 
cial figures  and  poor  pros- 
pects for  this  year,  adding  to 
the  urgency  of  finding  an 
alternative  to  Volvo. 

It  Is  also  heavily  exposed 
to  emerging  markets  such  as 
BraziL  Although  this  could 
be  partly  offset  by  the  unex- 
pected buoyancy  of  Euro- 
pean new  car  sales,  analysts 
warn  that  a downturn  in 
Europe  could  quickly  create 
difficulties  for  Flat  The  com- 


pany yesterday  confirmed  If 
was  studying  "all  possible 
acquisitions  and  alliances". 

Fiat  is  now  left  with  the 
fear  that  Volvo  will  use 
Ford's  cash  to  pursue  its 
takeover  of  Scania,  increas- 
ing competitive  pressures  on 
Iveco,  Fiat’s  truck  division, 
and  perhaps  driving  it  into 
merger  with  Renault 

For  struggling  Mitsubishi, 
the  loss  of  Volvo  at  NedCar 
would  jeopardise  its  tenta- 
tive position  in  the  Euro- 
pean market  The  Cariama, 
produced  at  the  Dutch  plant 
alongside  Volvo's  S40  mod- 
els, is  Mitsubishi's  best-sell- 
ing car  in  the  region,  and 
co-operation  with  Volvo  at 
NedCar  on  platform  design 
allows  Mitsubishi  to  reduce 
research  and  development 
expenses. 


Leif  accused  of  selling  country’s  crown  jewels 

Political  obstacles  lie  ahead  of  Volvo’s  transformation  into  a pure  commercial  vehicle  maker,  says  Tim  Burt 


The  front-page  headline  in 
Sweden's  top-selling 
evening  paper  was 
blunt:  “How  could  you, 
Leif?" 

Over  six  pages,  Expressen 
accused  Leif  Johansson, 
Volvo  chief  executive,  of 
presiding  over  the  disposal 
of  one  of  Sweden's  industrial 
crown  jewels  - describing  It 
as  a wretched  decision  and  a 
sorry  day  for  Scandinavia's 
largest  economy. 

Mr  Johansson,  of  course, 
saw  the  SKr50bn  ($6.5bn) 
sale  of  Volvo  Cars  to  Ford  of 
the  US  in  a somewhat  differ- 
ent light  He  called  the  deal 
a springboard  for  Volvo  to 
become  a leading  participant 
within  the  truck,  bus  and 
construction  equipment  mar- 
ket. 

Certainly,  the  Swedish 
automotive  group  has  built 
up  a sizeable  war  chest  to 
finance  its  expansion  in 
those  areas,  with  cash 
reserves  estimated  at 
SKr60bn  to  play  with. 

But  selling  Volvo  Cars  - 
the  group's  largest  division 
by  far  - was  the  easy  bit. 

Having  sold  it,  Mr  Johans- 
son and  his  management  col- 
leagues must  prove  they  can 
recycle  the  cash  in  a way 
that  will  bolster  shareholder 
value  and  growth  prospects 
in  the  remaining  company. 

“Leif  has  basically  rein- 
vented Volvo  as  a commer- 
cial vehicles  business  over- 
night." said  one  analyst  “He 
needs  to  expand  by  acquisi- 
tion at  a time  when  the  cycle 
in  heavy  trucks  and  con- 
struction equipment  is  near 
its  peak." 

Earlier  this  month.  Volvo 
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signalled  its  intentions  by 
launching  a dawn  raid  on 
Scania.  its  Swedish 
arch-rival  in  heavy  trucks. 
The  company  spent  SKr5-2bn 
to  buy  almost  13  per  cent. 

But  Investor,  Scania’s  con- 
trolling shareholder  and  the 
main  holding  company  for 
Sweden’s  Wallenberg  busi- 
ness empire,  was  not 
amused.  In  private,  it  con- 
demned Volvo's  strategy  and 
suggested  it  was  motivated 
partly  by  a desire  to  seek  a 


Otter  capital  oqnrafibvas 


“Swedish”  solution  to  mol- 
lify unions  and  politicians 
who  would  find  the  car  dis- 
posal hard  to  swallow. 

Given  the  memory  of  the 
shareholder  revolt  which 
scuppered  Volvo’s  1993 
merger  with  Renault  of 
France,  Mr  Johansson  could 
be  forgiven  for  trying  to 
demonstrate  that  he  was  not 
about  to  sell  out  altogether. 
That  may  also  have  per- 
suaded him  not  to  pursue  an 
all-out  merger  with  Fiat, 


- UUh  iMalln  -906771) 

much  to  the  chagrin  of  the 
Italian  automotive  group. 

Volvo  yesterday  said  it 
would  seek  talks  with  hives- 
tor  over  the  future  of  Scania. 
But  significantly,  it 
described  the  approach  as 
“one  alternative  among  oth- 
ers to  participate  in  the  con- 
solidation" of  the  truck 
industry. 

That  apparent  reticence 
reflects  a nappinp  realisation 
at  Volvo  that  Investor  will 
demand  a hefty  premium  for 


surrendering  controL  “The 
dialogue  will  continue  but 
we  will  not  over-pay  for 
Scania,"  said  one  Volvo 
insider. 

People  close  to  Scania  sug- 
gest Investor  would  not  sell 
for  less  than  SKr350  a share, 
valuing  the  company  at 
about  SKr70bn.  At  yester- 
day’s market  close,  Scania 
was  capitalised  at  SKr47.7bn. 

In  any  case,  the  industrial 
logic  behind  such  a deal  is 
thin.  Both  companies  have 
recently  launched  new  plat- 
forms and,  given  the  long 
product  cycles  in  Sweden, 
would  not  realise  synergies 
from  a common  truck  for 
perhaps  10  years.  Even  then, 
stripping  out  the  overlap  in 
marketing,  distribution  and 
production  could  lead  to 
some  7,000  job  losses  In  Swe- 
den. 

Yesterday  however,  Mr 
Johansson  showed  he  was 
willing  to  make  cuts  by 
announcing  the  closure  of. 
Volvo's  truck  assembly  plant 
at  Irvine,  Scotland,  with  the 
loss  of  450  jobs.  He  will  have 
to  be  equally  hard-headed  to 
persuade  Investor  to  part 
company  with  Scania. 

The  danger  is  that  failure 
to  secure  Scania  could  leave 
Volvo  in  the  automotive 
industry  equivalent  of  no- 
man’s  land,  ft  would  have  a 
promising  position  in  com- 
mercial vehicles  and  a large 
cash  pile,  but  not  much 
more.  "It  is  not  a question  of 
do  or  die,"  according  to  one 
motor  industry  executive. 
“But  having  done  one  part  of 
a two-step  transformation, 
Leif  must  now  finish  the 
job." 


TELECOMMUNICATIONS  COST  OF  LAUNCHING  NEW  MODELS  TO  HOLD  BACK  FIRST  HALFJTOHTS 

Ericsson  warns  on  market  volatility 


By  Tan  Burt  to  Stockholm 

Ericsson,  the  Swedish 
telecommunications  group, 
yesterday  warned  that  vola- 
tile markets  and  launch 
costs  for  its  new  family  of 
mobile  phones  would  hold 
back  its  profits  Tor  the  first 
half  of  this  year. 

The  company,  announcing 
full  year  profits  up  from 
SKrlS.Sbn  to  SKrl9bn 
rS2.47mi,  said  rising  research 
and  development  costs 
would  also  contribute  to 
lower  interim  profits  than  in 


the  first  half  of  last  year. 

Senior  officials,  however, 
strongly  denied  that  the  sub- 
dued market  outlook  repre- 
sented Ericsson's  second 
profits  warning  within  a 
month  or  any  worsening  of 
the  market  conditions 
which,  earlier  this  week, 
forced  it  to  announce  11,000 
job  losses. 

Last  month,  Ericsson's 
shares  fell  sharply  after 
the  company  surprised 
the  market  by  warning  that 
fourth  quarter  profits  would 
be  15-20  per  cent  below 


market  expectations. 

“This  is  not  another  prof- 
its warning.  We  are  just 
being  more  transparent 
about  market  conditions.” 
said  one  official. 

In  spite  of  yesterday’s  cau- 
tious statement.  Ericsson's 
most  commonly  traded  B 
shares  rose  SKrl7.50  to 
SKr210.  Industry  analysts 
said  the  price  rise  partly 
reflected  strong  sales  expec- 
tations for  Ericsson's  new 
family  of  mobile  phones, 
which  were  launched  yester- 
day. 


The  innovative  products 
include,  for  the  first  time, 
voice  activated  calls  in 
which  users  do  not  need  to 
press  any  buttons.  Ericsson 
declined  to  reveal  the  devel- 
opment costs  of  the  so-called 
T-28  range. 

“In  addition,  they  are 
maintaining  volumes  and  it 
should  be  no  surprise  that 
they  have  damped  first  half 
expectations  in  the  second 
half,"  said  one  telecoms  ana- 
lyst in  London,  who  asked 
aot  to  be  named. 
Meanwhile,  the  company 


said  that  last  year,  operating 
profits  rose  from  SKrlS.Km 
to  SKrl9.3bn  on  sales  ahead 
from  SKrl67.7bn  to 
SKrl84.4bn.  The  operating 
margin  shrank  from  U.2  per 
cent  to  10.4  per  cent  - 

The  6 per  cent  increase  in 
profits  compared  with  a rise 
of  70  per  cent  between  1997 
and  1988. 

Sven-Chrlster  Nilsson, 
chief  executive,  reiterated 
that  Ericsson  was  deter- 
mined to  grow  foster  than 
the  market  over  the  longer 
term. . 


SKF  tumbles 
into  the  red 


Rhone-Poulenc  will  not 
sell  Rhodia  this  year 


By  Tim  Burt 

SKF.  the  world’s  largest 
manufacturer  of  rolling  bear- 
ings. yesterday  announced  a 
full  year  loss  of  SKr2.06bn 
($267 ,5m)  following  a col- 
lapse in  Asian  demand, 
intense  price  pressure  and 
Increasing  production  costs. 

The  company,  which 
reported  a SKr2-llbn  profit 
in  1997,  has  embarked  on  a 
hefty  restructuring  to 
improve  profit  margins  and 
cut  costs  by  SKrLSbn  a year. 

The  restructuring,  involv- 
ing more  than  2,500  job 
losses  last  year,  forced  the 
company  to.  make  a provi- 
sion of  SKi3.14tm  against  its 
1998  figures. 

After  taking  such  provt- 
sions,  the  company  reported 
an  operating  loss  of  SKr999m 
compared  with  a profit  of 
SKr2.95bn  last  time, 
although  sales  rose  2 per 
cent  from  SKr37.7bn  to 
SKi36.9bn. 

Sune  Carlsson,  the  chief 
executive  recruited  last  year 
from  Swiss-Swedlsh  engi- 
neering group  ABB,  warned; 
“Demand  is  expected  to  con- 
tinue to  decline  this  year. 
Earnings  for  the  next  few 


quarters  are  likely  to  remain 
weak  until  the  efficiency 
improvement  programme 
starts  to  Improve  profits." 

As  part  of  that  pro- 
gramme, the  company  has 
decided  to  close  its  seals 
plant  in  North  Carolina  and 
withdraw  from  the  textile 
machinery  components  sec- 
tor. 

It  has  also  decided  to  halt 
US  production  of  tapered 
roller  hearings,  and  dose  or 
restructure  a number  of 
plants  in  Europe. 

Of  the  group’s  three  main 
operating  dmskms,  the  com- 
pany’s bearings  arm  lost 
SKrl.lSbn  compared  with  a 
SKr2.29bn  profit  last  time. 
Profits  from  seals  fell  from 
SKr377m  to  SKrffim,  and  in 
steel  from  SKr242m  to 
SKrlm. 

Mr  Carlsson  said  the 
restructuring  measures 
should  improve  earnings  by 
SKtSOOtd  a year. 

Losses  per  share  were 
SKr  14.40,  compared  with 
earnings  of  SKrl3.70  and  the 
full-year  dividend  has  been 
cut  from  SKr5_25  to  SKr2  a 
share.  SKF’s  most  commonly 
traded  B shares  fell  SKrl  to 
SKIS7. 


By  David  Owen  in  Paris 

Shares  in  Rhodia.  the  French 
specialty  chemicals  com- 
pany. climbed  strongly  yes- 
terday after  the  chairman  of 
its  majority  shareholder 
indicated  its  remaining 
68  per  cent  stake  would  not 
be  sold  this  year. 

The  shares  closed  up  88 
cents  in  Paris  at  €12.71.  This 
followed  an  advance  of  65 
cents  the  previous  day  after 
the  group  announced  annual 
profits  of  FFr762m  (€UR2m. 
S133.7m).  Jean-Pie rre  Tirouf- 
let,  chairman,  forecast  an 
improvement  of  around 
75  per  cent  in  1999. 

The  company  was  partly 
spun  off  seven  months  ago 
by  Rh6ne-Poulenc,  the  life 
sciences  group  which 
recently  agreed  to  merge  its 
pharmaceuticals  and  agro- 
chemicals businesses  with. 
Hoecbst  of  Germany. 

Jean-Rent*  Fourtou,  Rh6ne- 
Poulenc  chairman,  said  he 
thought  Rhodia,  which  was 
floated  at  FFr140  a share, 
was  undervalued.  He  was 
“not  in  a hurry”  to  sell, 
although  the  company  is 
expected  to  be  offloaded 
within,  at  most,  three  years. 


Jaan-Rwra  Tkouflot  sees  75%  improvement  Ashtey  ASiwood 


Speaking  at  a Paris  news 
conference  to  announce 
Rhdne-Poulenc's  1998 
results.  Mr  Fourtou  also 
poured  cold  water  on  sugges- 
tions that  Novartis,  the 
Swiss  life  sciences  company, 
might  make  a bid  for 
Hoecbst 

"A  bid  is  always  possible; 
on  a practical  level,  it  is  dif- 
ficult and  dangerous,"  he 
said.  “It  would  astonish  me 
if  a professional  business 
threw  itself  Into  such  an 
adventure.11 


Net  income  weighed  in  at 
FFr4-22bn,  against  a 1997 
loss  of  FFr4.99hn  which  fol- 
lowed heavy  restructuring 
charges. 

Stripping  out  one-off 
Items,  net  income -climbed 
23  per  cent  to  FFr4  .nbn, 
while  earnings  per  share 
rose  12.5  per  cent  to 
FFrll.45. 

Net  sales  dipped  3.6  per 
cent  from  FFrSObn  to 
FFr86.8bn.  A gross  dividend 
of  FFr6  per  “A”  ordinary 
share  is  recommended. 


AUTOMOTIVE fflDDSTBY  PURCHASE  OF: VOLVO  CARS  FILlSgAP 

Swedish  marque  fits 
in  well  with  Ford’s 


By  KaigShnoofen 

William  Clay  Ford  and  Jac 
Nasser,  Ford  chairman  and 
chief  executive  since  Janu- 
ary 1,  have  made  their  mark: 
faster  than  anyone  expected 
with  one  of  the  biggest  deals 
in  automotive  history. 

The  US  carmaker's  agree- 
ment to  pay  56.45bn  for  Vol- 
vo’s car  division  will  barely 
dent  the  rankings  of  tbe 
world's  top  carmakers.  The 
Swedish  group's  relatively 
modest  outpnt  of  almost 
400,000  cars  last  year  will  not 
be  enough  for  Ford  to  chal- 
lenge General  Motors  as  the 
world’s  biggest  vehicles 
group. 

But  the  acquisition  - 
which  follows  Ford’s 
purchase  of  Jaguar  and 
Aston  Martin  in  the  UK  - 
confirms  the  US  group's 
credibility  as . a . luxury, 
carmaker  and  the  resources 
and  ambitions  of  its  new 
management. 

Ford  is  estimated  to  have 
$16.9bn  In  net  liquidity, 
according  to  JJ?.  Morgan. 
Although  buying  Volvo  will 
reduce  that  pile,  this  may 
not  be  the  last  purchase  for 
Mr  Ford  and  Mr  Nasser  at  a 
time  of  breakneck 
consolidation  in  the  motor 
industry. 

Ford  owns  a controlling 
33.4  per  cent  of  Mazda,  the 
Japanese  car  mmpany  being 
increasingly  Integrated  into 
its  operations.  Many 
analysts  believe  Ford  will 
eventually  raise  its  stake  to 
reflect  its  massive 
investments. 

Before  then.  Mr  Nasser,  an 
ambitious  workaholic  who 
has  played  a substantial  part 
in  turning  Ford  into  the 
world's  most  profitable 
carmaker,  will  want  to  get  to 
grips  with  Volvo.  . 

Yesterday's  deal  gave  him 
control  of  one  of  the  world 
most  familiar  car  brands. 
With  “brand  management" 
now  guiding  many  car 
companies,  Ford  believes 
Volvo  will  fill  an  Important 
gap  in  its  portfolio. ' 

Tbe  Swedish  marque  will 
complement  Uncoln,  Ford’s 
home-grown  luxury  brand, 
and  - Jaguar,  the  - UK 
carmaker  it  bought  in  the 
late  1980s. 

Lincolns  trad  to  appeal  to 
older  buyers,  while  Jaguars 
have  a sportier,  . more 
masculine  image.  Yolvos,  by 
contrast,  appeal  more  to 
women  and  families,  and 

Tractebel 
investors 
seek  vote 
on  chief 

By  Nb9  Buckley  to  Brussels 

Small  shareholders  in 
Tractebel  are  seeking  a 
board  meeting  to  confirm 
the  position  of  chief  execu- 
tive Baron  Philippe  Bodson. 
amid  rumours  that  tbe  Bel- 
gian energy  group's  majority . 
shareholder  is  trying  to  oust 
him.. 

The  move  follows  Belgian 
media  speculation  that 
France's  Suez  Lyonnaise  des 
Eaux,  tbe  utility  group  that 
owns. 503  per  cent  of  Tracte- 
bel. is  attempting  to  engi- 
neer Ms  Bodson' s removal 
after  disagreements  over 
strategy.  • 

Mr  Bodson  has  long  been 
known  to  favour  a merger  of 
Tractebel  with  its  main  sub- 
sidiaries Electrabel,  tbe  Bel- 
gian electricity  monopoly, 
and  Distrigaz,  tbe  natural 
gas  group,  an  idea  about 
which  Suez  remains  cau- 
tious. 

The  move  marks  another 
sign  of  the  emergence  of  a 
fledgeling  Belgian  share- 
holder rights  movement 

Philippe  Delvffle.  a former 
financial  analyst  and  consul- 
tant, who  with  two  associ- 
ates has  formed  a group  call- 
ing itself  the  European 
Foundation  for  Corporate 
Governance  and  Business 
Ethics,  wrote  yesterday  to 
five  Tractebel  board  mem-, 
bers. 

He  insisted  they  should 
call  a meeting  to'  assess 
whether  the  board’s  compo- 
sition was  in  line  with  Trac- 
tebel’s  statutes,  which  limit 
Suez  to  half  the  members 
minus  one,  and  to  coofirm  - 
Mr  Bodson  as  chief  executive 
“ effectively  a confidence 
vote. 

If  directors  did  not 
respond  by  midnight  next 
Monday,  Mr  DelvUle  said  be 
would  attempt  to  get  the 
Brussels  commercial  court 
to  force  them  to  do  so. 


On  show:  Foul  launched  Hs  compact  European  car,  Ka,  In  Japan 
yesterday^  EQi  twakunl  (right),  president  of  Ford  Sales  in  Japan,  » 
pictured  with  the  three-door  hatchback,  which  has  undergone 
modMcattons  for  focaf  dmatic  and  traffic  conditions,  and  wfll 
become  avaBable  for  Y1.5m  ($13,000J  fn  March  ***** 

have  a particularly  strong  That  has  already  led  to  sub- 
presence  in  the  north-east  of  stantial  savings  at  Jaguar . 
the  US.  where  Ford  has  where-  the  new  S Type 


tended  to  be  weak. 

Volvo  , win  plug  a similar 
gap  in  Europe,  where  Ford, 
like  other  volume 
manufacturers,  has  . found  it 
increasingly  difficult  to  sen 
relatively  . expensive 
executive  models  because  of 
its  iitfHta’ria’n  brand  image. 

Although  Jaguar  to  mov- 
ing downmarket  with 
smaller  - models.  4 Ford 
believes  there  is  a sizeable 
gap  to  plug.  It  had  intended 
to  pstahUsh  Lincoln  as  a new 
brand  in  Europe  to  fill  tbe 
vacuum.4 


saloon  being  introduced  this 
year  is  based  on  the  same 
engineering  architecture  as 
the  new  Lincolns. 

Such  “platform  sharing" 
should  allow  Volvo  to 
expand  .into  new  products, 
such  as  sports  utilities  and 
people  carriers  not  built 
today. 

Eventually,  the  platform 
sharing  wifi  extend  to  Vol- 
vo's core  saloons  and  estate 
cars. 

That  wifi  not  happen  for 
same  time,  however,  as  the 
Swedish  group  has  invested 


. But  delays  in  launching  heavily  in  recent  years  in  a 
Lincoln's  smaller  LS6.  and  new  family  of  vehicles. 


LS8  models  have  prompted 
speculation  that  the  strategy 
may  be  revised.  Tbe  acquisi- 


which  are  only  now  going  on 
sale. 

The  foil  benefits  of  plat- 


tion  of  Volvo  makes  that  form  sharing  can  not  be 


even  more  likely. 

Yesterday's  press  confer- 
ence announcing  the  deal 
said  little  about  the  econo- 
mies of  scale  .and  savingB 
that  Ford  hopes  to  achieve. 

- In  tiie  short  term,  savings 
wifi  come  through  combin- 
ing functions,  such  as  logis- 
tics. With  the  US  being  Vol- 
vo’a  biggest  single  market, 
where  it  sold  more  than 
100.000  cars  last  year,  the 
scope  for  savings  is  consider- 
able. 


achieved  until  Volvo’s  next 
generation  of  products,  at 
least 

Before  then.  Ford  mill  try 
to  substitute  its  own  compo- 
nents for  some  of  the  parts 
Volvo  now  buys  from  spe- 
cialist suppliers. 

Ford’s  Visteon  components 
subsidiary  is  the  world's  sec- 
ond biggest  parts  maker. 
Desperate  to  lose  its  image 
as  a captive  supplier.  Vis- 
teon has  been  bidding 
aggressively  for  business 


Later.  Volvo  would  be  inte-  beyond  Ford.  The  arrival  of 
grated  into"  Ford's  new  Volvo  should  provide  rich 
model  development  process,  pickings. 


NEWS  DIGEST 


METALS 


Elken  sells  manganese 
unit  to  Eramet  of  France 

Elken,  Norway's  leading  metal  producer,  yesterday  said  it 
will  sell  Its  manganese  business  - representing  a quarter 
of  Its  total  sales  - to  Eramet  of  France,  in  a deal  worth 
Nkr2bn  ($268m).  . . 

The  sale  was  triggered  partly  by  the  cancellation  in 
December  of  Elken ‘s  10-year  agreement  with  Broken  Hill 
Proprietary,  the  AustraHan  mining  giant,  to  supply  it  with 

or®-  ."..;4 

That  left  Elken  without  a direct  supply  of  manganese 
ore,  which  handicapped  the  company  in  a market  domi- 
nated by  a handful  of  large  companies  with  such  access 

“You  cant  be  alone  in  this  business,  either  on  the  ore  or 
the  steel  side,"  said  Ottar  Haugerod,  an  analyst  at  OiWa 
Finans.  a brokerage. 

The  acquisition  will  make  Eramet  the  world’s  leading 
producer  of  manganese  alloys  and  give  It  the  ability  to 
offer  a comprehensive  range  of  products  for  the  steel 
industry,.  Eramet  said. 

Under 'the  deal,  Elken  will  sell  Its  three  manganese 
plants  to  Marietta,  Ohio  and  Porsgiunn  and  Sauda  in  Nor- 
way for  NkrJ.5bn  by  the  second  quarter.  The  price 
exdudes  accounts  receivable  of  NkrSSOm  retained  by 
Elken  and  will  result  in  a pre-tax  gain  of  Nkr197m  after 
expenses.  The  sale  leaves  Elken  with  its  core  businesses* 
aluminium,  fwrosilicon  and  siDcori.  “We  are  convinced  that 
vertical  Integration  is  essential  for  most  leading  busi- 
nesses," said  Ole  Enger,  Bken  chief  executive 
Valeria  SkoW,  Oslo 


Giribaldi  covets  deputy  post 

Lutfli  Qiritakfi.theitanan  businessman  based  In  Monte 
Cari^yestertfay wiffoned  hto  intention  of  becomim  decs, 
uty  chmrman  of  Snia  Bpd,  the  Italian  fibres,  dWSs  S 
biomedical  company,  in  which  tie  has  builtup  a2EL3? 
cent  stake  together  with  his  allies,  Banqw  du 
Comelio  Valetto,  a north  Italian  ir^SS.  ** 

He  will  replace  Cesare  Romiti,  the  former  Fiat  ch™,. 
who  at  one  stage  had  appeared  Intern  in  hJI'®Lrla[rrnar'. 
shareholder  of  the  company.  HoweJSr  mmSS  3 S™ 
to  avoid  entering  Into  a bidding  war  with  Mr 
sold  the  3 per  cent  stake  in  Snia  h JSJ  £ « 

■ mg  company,  instead,  the  former  Hat 
regarded  as  one  of  Italy's  most  powerfolES^f?  „ 
-deckled  to  concentrate  on  his  pubHshina  22^2?' 1188 
ests,  Mr  GWb&tai'sraJd  on  SnlatoSna^rET1^  ,nter~ 

- change  In  the  traditional  structure  of  north  IjS®  ** 
ism  dominated  for  decade^ite^SL^  ca**aJ- 
Ihe  fine  drawing  of  Italian  business  cJSH**  satoffo  bu°no, 

banca,  the  Milan  investment  bank  n^t^Har^indLMeci'0- 
companles.  - ” Rat,  and  other  big 

Umberto  Rosa,4  the  chief  executive  exDertwi  ♦ u 

^-“sSSSSS^ 
int09ra,io"  into 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


LIFE  ASSURANCE  PRESSED  BY  GOVERNMENT  TO  IMPROVE  FINANCES 

Chiyoda  urged  to 
find  foreign  partner 


By  Hacks  Nakamae  and 
fiflBOT  Tett  to  Tokyo 


Chiyoda  Life,  one  of  Japan's 
top  10  life  assurance  compa- 
nies, is  coming  under  gov- 
ernment pressure  to  boost 
its  financial  strength,  possi- 
bly by  taking  a foreign  part- 
ner. 

The  government  has 
encouraged  several  weak  life 
assurance  groups  to  seek 
such  partners  over  the  past 
year.  Toho  Mutual,  for  exam- 
ple, has  effectively  sold  its 
new  business  to  GE  Capital, 
the  US  group;  Dafhyaku 
formed  a similar  alliance 
with  Manulife,  the  Canadian 
group;  and  the  successor 
company  to  Nissan  Mutual 
is  being  sol  d. 

Chiyoda’6  solvency  mar- 
gin, at  31-12  per  cent,  was 
one  of  the  lowest  in  the  sec- 
tor last  year,  which  had  an 
average  of  about  660  per 
cent.  The  solvency  margin,  a 
key  indicator  of  financial 
health,  measures  the  excess 
of  the  value  of  assets  over 
the  amount  of  liabilities 
available  to  cover  future 
insurance  claims  and  invest- 
ment risks. 


Chiyoda  yesterday  insisted 
it  was  healthy.  However,  it 
admitted  it  was  "closely 
monitoring"  its  solvency 
margin,  ahead  of  a planned 
inspection  of  the  ihv»  assur- 
ance sector  by  the  govern- 
ment. 

It  added  that  although  the 
company  was  "concerned” 
about  the  ratio,  ft  was  taking 
steps  to  deal  with  the  issue. 

The  comment  highlights 
increasing  pressures  in  the 
life  assurance  sector,  which 
has  been  badly  hurt  by 
recent  slumps  in  the  Japa- 
nese stock  market.  The  Nik- 
kei 225  yesterday  closed  at 
14,342.32,  down  from 
16*127.17  at  the  end  of  tbe 
1997  fiscal  year. 

Chiyoda  also  had  unreal- 
ised equity  losses  - or  the 
gap  between  the  book  and 
market  value  - of  Y2GSbn 
(SLflbn)  at  the  end  of  Sep- 
tember. However,  the  com- 
pany said  it  bad  enough 
reserves  to  meet  this. 

"We  expect  our  net  operat- 
ing profits  to  reach  Y60bn 
this  fiscal  year.  And  income 
deficits  arising  through  neg- 
ative yields  will  be  more 
than  covered  by  profits 


arising  from  mortality  rates 
and  expenses.  And  cancella- 
tion rates  have  steadied,"  it 
said. 

The  government  haa  indi- 
cated that  any  company 
with  a solvency  ratio  under 
200  per  cent  win  be  encour- 
aged to  leave,  the  market 
after  its  Inspection. 

Most  of  the  weakest 
groups  have  already  entered 
into  alliances  with  foreign 
partners  - while  many  of  the 
rest  will  meet  solvency  mar- 
gins. A senior  FSA  official 
said:  “The  scale  of  the  prob- 
lems [in  the  Ufe  assurance 
industry]  is  likely  to  be 
much  smaller  than  the  mar- 
ket expects  at  the  moment 
...most  of  the  problem  com- 
panies have  already  been 
dealt  with." 

However,  solvency  mar- 
gins have  been  failing  in  the 
industry  because,  of  bad 
loans,  tumbling  equity  and 
real  estate  prices,  and  a 
strengthening  yen.  "Prob- 
lems with  their  equity  port- 
folios are  Just  the  tip  of  the 
iceberg,"  said  Robert  Gar- 
one,  non-bank  financials 
analyst  at  Dresdner  Klein- 
wort  Benson. 


Tariff  rise  delay  to  hit  Telkom  revenue 


By  Sander  Thoenes  to  Jakarta 

Telekomunikasi  Indonesia, 
the  domestic  telephone  util- 
ity, and  its  foreign  partners 
such  as  US  West  and  Cable 
and  Wireless  face  a shortfall 
in  revenues  as  the  govern- 
ment has  yet  to  approve  tar- 
iff increases. 

Telkom,  which  is  majority- 
owned  by  the  state,  said  the 
government  was  still  testing 
the  water  with  consumer 
groups  and  a restless  parlia- 
ment and  before  approving  a 
24  per  cent  tariff  increase 
that  had  been  planned  for 
February  l. 

"That  means  we  will  miss 
that  deadline,"  it  said. 
"Maybe  it  can  start  in 
RCarch." 

The  delay  also  affects  Tel- 
kom’s joint,  operation 


schemes  (KSOj.  which  cover 
much  of  Indonesia,  with  a 
range  of  foreign  and  domes- 
tic companies.  Cables  & 
Radio  of  Fiance,  Telstra  of 
Australia  and  Singapore  Tel, 
along  with  US  West  and 
Cable  and  Wireless,  have 
invested  $l.28bn  since  1995. 
but  the  fall  of  file  rupiah  has 
hit  their  returns. 

Telkom  had  asked  for  a 30 
per  cent  increase  in  call  tar- 
iffs, but  Setiawan  Sulis- 
tyono,  head  of  investor  rela- 
tions. said  the  group  needed 
a 42  per  cent  increase  just  to 
compensate  for  foreign-ex- 
change losses  on  S40Qm  In 
off-shore  debt  if  the  rupiah 
stabilised  at  Rp&OOO  against 
the  dollar.  An  increase  of  24 
per  cent  would  boost  reve- 
nues by  13  per  cent,  he  said. 

The  foreign  ventures 


'would  need  even  greater 
rises,  but  they  have  obtained 
some  compensation  from 
Telkom,  which  agreed  last 
&ar  to  a reduced  share  of 
revenues. 

Mr  Setiawan  said  no  far- 
ther concessions  were  possi- 
ble. Moreover,  a government 
auditing  agency  has 
launched  an  Investigation 
into  the  renegotiation  of  rev- 
enue sharing,  suspecting 
Telkom  gave  in  too  easily. 

Telkom  shares  had  risen 
on  news  of  the  tariff 
increases,  helping  bolster 
tbe  share  index  as  Telkom  is 
the  largest  stock  on  the  mar- 
ket. Analysts  said  investors 
remained  confident  about 
the  company,  however,  and 
expected  it  to  outperform  the 
market  when  annual  results 
come  out  in  February. 


TflManntmBtasj  Indonesia 
Share  price  puptaty 


0 

M 1998  JatTSS 
!w«  nwiMun* 


“They've  kept  costs 
extremely  tight,”  one  ana- 
lyst said.  "Their  debt  load  is 
small.  They  hare  no  cash- 
flow problem  whatsoever." 

Mr  Sullstyono  said  Telkom 


defied  its  own  prediction  of  a 
downturn  in  demand  by 
increasing  subscriptions, 
because  of  discounts  and 
sharper  increases  in  fees  for 
alternative  services,  such  as 
public  transport  and  the 
post.  Tough  cut-off  deadlines 
and  low  monthly  fees  kept 
the  collection  period  steady 
in  the  third  quarter  of  last 
year,  at  43  days. 

Telkom  profit  forecasts  for 
199S  ranged  from  Rp400bn 
(S44m)  to  RpSOObn.  Mr  Sulls- 
tyono  said  the  difference 
could  reflect  booking  of  an 
expected  tax  refund  in  1996 
of  Rp500bn,  based  on  Tel- 
kom’s net  loss  of  Rpi.i76.7bn 
In  tbe  first  half  of  1996.  A 
rebound  of  the  rupiah 
brought  Telkom  back  to  net 
profits  of  Rp326.lbn  In  the 
third  quarter. 


BHP  pulls  out  of  Russian  oil  development 


By  Robert  Corzfoe 

BHP  Petroleum,  the  oil  and 
gas  arm  of  the  Australian, 
industrial  conglomerate,  is 
to  withdraw  from  Russia. 

BHP  said  it  was  pulling 
out  of  the  Prlraxlamnoye  off- 
shore oil  development  con- 
sortium in  the  Russian  Arc- 
tic after  five  years  of  trying 
to  launch  the  project  with 
Gazprom.  Russia’s  biggest 


company,  and  Rosshelf. 

The  Australian  company 
said  the  estimated  $l.5bn 
cost  of  the  proposed  develop- 
ment could  not  be  justified 
"when  judged  against  com- 
peting projects  within  the 
BHP  portfolio". 

The  government  of  prime 
minister  Yevgeny  Primakov 
is  trying  to  address  several 
longstanding  grievances  of 
potential  foreign  oil  inves- 


tors. This  week,  the  Federa- 
tion Council,  the  upper 
house  of  the  Russian  parlia- 
ment. approved  long-sought 
after  changes  to  the  produc- 
tion sharing  laws. 

But  low  oil  prices  and  the 
difficulty  many  western 
companies  have  encountered 
in  dealing  with  Russian  part- 
ners mean  such  reforms  are 
unlikely  to  lead  to  any 
investment  surge. 


BHP  declined  to  say  how 
much  it  had  spent  on  Prim- 
zlomnoye,  but  four  wells 
were  drilled  on  the  remote 
field,  which  Is  believed  to 
contain  about  400m  barrels 
of  recoverable  oil.  The  com- 
pany did  not  book  any  of  the 
Prirazlomnoye  reserves  and 
has  already  written  off  its 
Investment. 

Gazprom  and  Rosshelf  are 
said  to  be  keen  to  pursue  the 


project,  but  BHP  said  it 
would  only  make  economic 
sense  If  oil  prices  were  In  the 
"high  toons"  rather  than  the 
current  range  of  $10412. 

BHP  will  convert  its  so  per 
cent  working  Interest  in 
Prirazlomnoye  to  a 5 per 
cent  fully  paid,  free  carried 
interest.  It  will  be  able  to 
claim  5 per  cent  oT  produc- 
tion should  the  field  be 
developed. 


Fuji  increases 


stake  in 

Bp  GBBanTett 


Fuji,  one  of  Japan's  largest 
banks,  is  to  makp  Yasuda 
Trust  a subsidiary  by  raising 
its  stake  in  the  group  from 
17  per  cent  to  more  than  50 
per  cent  In  the  latest  sign  of 
consolidation  in  Japan's 
banking  sector. 

The  move,  announced  yes- 
terday. will  leave  Yasuda 
Trust  effectively  under  Fuji's 
control  and  could  pave  the 
way  for  a merger  of  most 
operations  at  the  two  hanks, 
both  members  of  the  Fuyo 
keiretsti.  It  follows  a wave  of 
mergers  and  alliances  affect- 
ing companies  such  as  Mit- 
sui Trust,  Chuo  Trust,. 
Sanwa  and  Toyo  Trust- 

Further  consolidation  may 
follow  as  the  government 
increases  the  pressure  on 
banks  to  restructure  before 
the  end  of  this  fiscal  year.  In 
particular,  the  Financial 
Supervisory  Agency,  the 
banking  watchdog,  and  the 
Ministry  of  Finance  wants  to 
weed  out  the  weakest  banks 
before  injecting  Y25.0OObn 
($217bn)  of  public  foods  into 
the  banks*  capital  base. 

Yasuda  Trust  has  been 
considered  one  of  the  sec- 


Yasuda 

tor’s  unresolved  problems 
since  its  share  price  fell 
sharply  at  the  end  of  1997. 
Although  the  group  has  a 
good  pension  business,  it 
was  heavily  exposed  to  the 
property  sector  during  the 
1960s  bubble,  which  left  it 
weighed  down  by  massive 
levels  of  bad  loans. 

Tbe  Fuyo  keiretsu,  or  cor- 
porate family,  attempted  to 
rescue  the  group  last  year 
through  a capita]  injection. 
Yasuda  then  sought  to 
strengthen  its  position  by 
announcing  that  it  would 
form  a joint  venture  with 
Fuji  and  Dar-Ichi  Kangyo  to 
run  asset  management  busi- 
ness through  a merger  of 
their  trust  hank  operations. 
This  proposal  would  have 
siphoned  Yasuda’s  healthiest 
business  into  a new  venture, 
to  pave  the  way  for  a slow 
reconstruction  of  tbe  group. 

However,  yesterday’s 
announcement  suggests 
growing  pressure  for  faster 
restructuring. 

Under  tbe  deal,  Yasuda 
will  allocate  Y300bn  worth  of 
new  capital  to  Fuji,  which  is 
expected  to  seek  up  to 
YLOOObo  of  public  funds  to 
boost  its  capital  base. 


IFC  to  launch 
Asian  equity  fund 


By  Peter  Montagaon, 

Asia  Eifflor,  in  Washington 


The  International  Finance 
Corporation,  the  World 
Bank's  private  sector  unit,  is 
preparing  to  launch  a SSOOm- 
S750m  private  equity  fond  to 
promote  corporate  restruct- 
uring in  Asia. 

The  fund,  one  of  the  larger 
such  products  launched 
since  the  Asian  crisis  broke, 
aims  to  help  international 
institutional  Investors  buy 
low-priced  Asian  assets.  Hs 
launch  is  part  of  the  debt 
restructuring  initiative 
announced  by  the  US  and 
Japan  at  last  November’s 
Asia-Pacific  Economic 
Co-operation  summit. 

IFC  is  to  take  a direct 
stake  of  $75m-$Z00m  in  the 
fimd,  and  is  evaluating  a 
short  list  of  venture  capital 
houses  to  manage  it.  On  top 
of  ft*  equity  contribution  it 

will  *naki>  jSGm-ilOOm  avail- 
able for  long-term  loans. 

A typical  investment 
opportunity  would  arise 
when  an  Asian  conglomerate 
was  seeking  to  sell  a subsid- 
iary to  raise  cash  and  re- 
focus its  operations,  said 
Hany  Assaad,  an  IFC  finan- 
cial markets  executive. 

Mr  Assaad  said  tibe  inclu- 


sion of  a longterm  lending 
facility  should  add  to  the 
fund’s  appeal  since 
long-term  loans  were  gener- 
ally not  available  in  Asia. 

The  fund  expects  to  start 
investing  in  Thailand  and 
South  Korea,  where  tbe  IFC 
has  just  launched  a $i30m 
venture  capital  fond  led  by 
Hambrecfai  & Quist  It  will 
move  later  to  Indonesia  and 
Malaysia. 

Though  several  private 
equity  Funds  have  been  set 
up  since  the  Aslan  crisis 
broke,  bankers  say  investors 
were  initially  worried  about 
the  likely  returns,  while 
Asian  entrepreneurs  were 
reluctant  to  sell  assets  at 
rock-bottom  prices. 

But  Mr  Assaad  said  much 
depended  on  tbe  effective- 
ness of  bankruptcy  proce- 
dures which  can  force  com- 
panies to  restructure  and 
sell  assets. 

Korea  was  most  advanced 
in  this  regard,  and  the  rise 
in  Its  stock  market  was  also 

an  Indication  that  prices 
were  past  their  trough. 

In  Indonesian,  where 
bankruptcy  procedures  were 
not  yet  effective,  the  pain 
threshold  which  might  make 
conglomerates  sen  bad  not 
yet  been  reached. 


PAL  debt 

Philippine  Airlines,  the 
naHnnal  carrier,  will  today 
pay  $37  An  to  secured  credi- 
tors as  a gesture  of  good 
faith  and  to  forestall  threats 
to  seize  its  fleet,  writes  Abby 

Tan  in  Manila. 

The  group’s  interim 
receiver  warned  in  a letter  to 
the  Securities  and  Exchange 
Commission  of  a “substan- 
tial risk"  if  no  payment  was 
msutp  }«iri  that  secured  credi- 
tors may  seize  PAL's  aircraft 
in  a country  not  Bound  by 

•t  ..  

i • 


payment 

Philippine  or  US  court 

orders. 

PAL  is  expected  to  use 
operating  fluids  to  meet  tbe 
payment.  Us  first  since  It 
defaulted  on  ¥2£5bn  in  debts 
last  year.  $i-33bn  was  owed 
to  secured  creditors. 

PAL’s  creditors  last  year 
rejected  a rehabilitation  plan 
which  involved  getting  a 
$l£0m  bridging  loan  but  no 
foreign  partner,  and 
rtptnanried  PAL  pay  SI 00m  by 
tbe  mid  of  January. 
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Amotint 

No  of 

• i - . ■ 

: (Sm) 

Loans 

1 .Barclays 

29,220 

126 

2.Cffigrbup 

20,990 

105 

. 3.Deutsche  ‘ . 

20,812 

95 

4.Chase 

18,575 

81 

5.HSBC 

15,193 

66 

6.Greenwich  NatWest 

12,997  ; 

57 

7JP  Morgan; 

11,478 

31 

& BNP 

11,312 

41 

9.SG 

10,723 

123 

10 ABN  AMRO.  V 

10,531 

62  : 

Source:  IFR  Securities  Data  -v 

Amount 

No  of 

($m) 

Loans 

22,735 

153 

20,536 

94 

17,416 

103 

17,073 

99 

15,563 

54 

14,865 

124 

14,575 

83 

12,831 

123 

12,451 

68 

11,136 

95 

Corporation  - LPC 


Amount 

No  of 

($m) 

Loans  . 

32,503 

134 

25,531 

120 

25,347 

142 

25,275 

145 

18,287 

125 

17,604 

121 

15,566 

115 

14,952 

61 

12,841 

65 

. 12452 

63 

Loanware/Euroweek 


Delivering  for  Clients 
Year  upon  Year. 


BARCLAYS 

CAPITAL 


A SHARPER  FOCUS 

CHICAGO  • FRANKFURT  • HONG  KONG  • JOHANNESBURG  • LONDON 
MADRID* MILAN • MUMBAI • NEW  YORK* PARIS • SINGAPORE • SYDNEY • TOKYO 

And  in  10  other  cities  across  the  world  www.barcap.com 

Jsucd  by  B*r4*yf  Bank  PLC.  regulated  by  SFA  and  member  cl  the  London  Stock  Exchange.  Barclays  Capital  Is  she  Investment  banking  division  of 
Barclays  Bank  PLC  which  undertakes  US  securities  business  In  the  name  of  hs  wholly  owned  subsidiary  Barclays  Capital  Inc,  an  NASO  member. 


FINANCIAL  TIMES  FRIDAY  JAN  U AR  Y 


29  1999 


COMPANIES  & FINANCE:  INTERNATIONAL 


INTERNET  PURCHASE  OF  WEB  COMMUNITY  HEATS  UP  RIVALRY  WITH  AMERICA  ONLINE 

Yahoo!  to  buy  Geodties 


By  Rogor  Taylor 
hi  San  Francisco 

The  race  to  be  number  one 
in  the  internet  picked  up 
speed  yesterday  with  the 
news  that  Yahoo!,  the  lead- 
ing search  engine  and  portal, 
is  buying  Geoeities,  a web 
community  where  people 
can  set  up  their  own  web 
pages  and  meet  people  with 
similar  interests. 

Yahoo.com,  formerly  the 
top-rated  internet  site, 
recently  lost  its  leading  posi- 
tion to  AOL.com,  run  by 
America  Online,  the  largest 
internet  company. 

The  acquisition  of  Geoci- 
ties, for  $4.7bn.  should  take 
Yahoo!  back  to  the  top  spot. 
Geoeities  is  the  third  most 
popular  site  on  the  net  with 
19m  visitors  a month,  com- 
pared with  28m  for  AOL.com 
and  27m  for  Yahoo.com. 

The  move  is  the  latest  in 
an  increasingly  frantic 
scramble  by  the  leading 
internet  sites  to  establish 
dominant  positions. 

Last  year,  AOL  announced 
plans  to  buy  Netscape, 
which  operates  the  fifth 
most  popular  site  as  well  as 
producing  a range  of  soft- 


ware for  on-line  commerce. 
Earlier  this  year  At  Home,  a 
high-speed  internet  service 
provider,  agreed  to  buy 
Excite,  which  runs  the  sixth 
most  popular  site. 

Yahoo!  is  paying  almost 
twice  Geocities'  pre-deal 
market  capitalisation  of 
£L3bo  but  said  that  the  deal 
would  have  no  impact  on 
Yahool’s  earnings  in  1999 
and  would  add  to  them  in 
2000.  In  terms  of  cost  per  vis- 
itor, the  deal  is  cheaper  than 
At  Home's  offer  of  $&7bn  for 
Exdte's  audience  of  around 
20m,  which  includes  visitors 
to  exdte.com  and  other  sites 
owned  by  the  company. 
However  it  is  substantially 
more  expensive  than  AOL's 
*4.2bn  acquisition  of  Net- 
scape, which  now  looks 
remarkably  good  value. 

Indeed,  Sajai  Krishnan,  a 
principal  in  the  technology 
group  at  consultants,  Booz 
Allen  & 'Hamilton,  said 
traffic  to  web  communities 
such  as  Geodties  was  worth 
less  than  traffic  to  other 
sites. 

“Web  communities  are 
typically  not  very  attractive 
for  advertisers.-  People  are 
there  to  chat  and  look  for 


community  interest.  Typi- 
cally only  1-2  per  cent  of 
people  there  have  an  Intent 
to  buy  compared  to  4-5  per 
cent  of  people  on  the  inter- 
net in  general” 

The  value  to  Yahoo!  Of 
web  communities  is  their 
“stickiness"  - people  tend 
stay  a long  time  at  these 
sites  and  return  often. 
Yahoo!,  which  began  life  as 
an  internet  directory,  guid- 
ing people  to  other  parts  of 
the  net.  Is  now  trying  to  pro- 
vide whatever  people  need 
on  its  own  pages,  to  maxim- 
ise revenues  from  advertis- 
ing and  sponsorship.  It  now 
offers  a wide  range  of  ser- 
vices including  news,  search, 
chat,  e-mail  and  finanrial 
information. 

Tom  Evans,  president  and 
chief  executive  of  Geodties. 
said  the  idea  of  making 
money  from  web  communi- 
ties was  relatively  new  and 
consequently  commercialis- 
ation was  less  developed 
than  on  other  parts  of  the 
internet 

However  he  said  this  was 
changing  with  growing  num- 
bers of  people  coming  to  the 
site  for  information  relevant 
to  purchasing. 


Also,  more  and  more 
people  ware  setting  up  shops 
on  Geodties.  he  said. 

Jeff  Mallett,  Yahoo!  chief 
operating  officer,  said  one  of 
the  key  synergies  would 
come  from  Yahool's  exper- 
tise at  helping  small  busi- 
nesses set  up  on  the  internet 
- services  which  It  would  be 
able  to  provide  to  small  trad- 
ers on  Geodties. 

The  recent  spate  of  deals 
in  the  sector  has  been  driven 
by  the  belief  that  only  a 
handful  of  leading  sites  will 
he  able  to  attract  large  audi- 
ences thus  command  big 
advertising  revalues. 

The  leading  companies  - 
AOL,  Yahoo!,  Microsoft,  AT 
Home/Exdte,  Infos eek  and 
Lycos  - are  all  aiming  to 
offer  the  widest  possible 
range  of  services  both  to  cus- 
tomezs  and  to  retailers. 

The  latest  deal  will 
increase  speculation  about 
the  future  of  Lycos,  the  only 
leading  site  which  is  both 
independent  and  small 
enough  to  be  acquired. 

Geodties  shares  Jumped  50 
per  cent  to  $111%  yesterday 
morning  while  Yahoo! 
shares  rose  almost  4 per  cent 
to  $348*. 


Jeff  Mattetfa  Synergies  from  Yahoofs  smoi  business  expertise 


Oil  groups  fear  more  cuts  to  come 


By  Hillary  D orpin 

Big  Oil  emerged  battered 
from  its  worst  quarter  in  five 
years,  but  the  bloodletting 
may  not  be  over  yet. 

Fourth-quarter  earnings  at 
the  large  US  oil  companies 
fell  by  about  45  per  cent, 
making  the  energy  sector 
the  worst  performing  indus- 
try group,  according  to  First 
Call  the  research  firm. 

While  analysts  are  cau- 
tiously optimistic  that  oil 
prices  may  improve  this 
year,  they  acknowledge  that 
if  they  continue  to  hover  at 
about  $12  per  barrel  over  the 
next  few  months,  the  cost- 
cutting will  continue. 

“Everyone  is  taking  a con- 
servative look  at  1999 
because  they  got  so  badly 


burned  in  1998,”  said  Holly 
Gustafson,  analyst  with  BT 
Alex  Brown  in  Baltimore. 
She  expects  oil  prices  to 
average  $14J>0  in  1999. 

It  was  the  biggest  and 
most  diversified  of  the  large 
US  oil  companies  that  flared 
best  in  the  last  quarter. 

Exxon's  size  and  breadth, 
both  across  Its  business  lines 
and  around  the  globe,  marfo 
it  the  industry's  top  per- 
former and  protected  it  from 
last  year's  40  per  cent  fall  in 
world  oil  prices. 

Analysts  say  the  US  com- 
pany - poised  to  become  the 
world's  largest  international 
oil  group  with  its  acquisition 
of  Mobil  - is  well  managed. 
By  constantly  cutting  costs 
and  eliminating  poor- 
performing properties,  it 


avoided  the  slew  of  charges 
that  marred  its  competitors' 
results. 

In  addition,  strength  in 
international  refining  and 
marketing  operations,  partic- 
ularly in  Europe,  offset 
price-driven  weakness  in  oil 
and  gas  exploration  and  pro- 
duction at  Exxon,  Chevron 
»nH  Mobil 

Companies  such  as  Atlan- 
tic Richfield,  Amerada  Hess 
and  Texaco,  which  lack  such 
breadth,  specifically  in  inter- 
national refining  and  mar- 
keting, were  the  most  vul- 
nerable to  lower  prices  and 
saw  steeper  declines  in  their 
fourth-quarter  earnings. 

Moreover,  some  analysts 
expect  no  imminent  relief.  “I 
am  looking  for  more  of  the 
same  for  at  least  two  to 


DaimlerChrysler  AG 
Stuttgart 

Second  Offer  to  Exchange  the  Shares  of 

Daimler-Benz  Aktiengesellschaft 
Stuttgart 

- Stock  Index  Number  550  000  - 
for  Shares  of 

DaimlerChrysler  AG 
Stuttgart 

Merger 

DaimlerChrysler  AG,  Stuttgart  ('DaimlerChrysler'},  and  Daimler-Benz  AG,  Stuttgart  (“Daimler- 
Benz").  have  entered  Into  a merger  agreement  on  4th  August  1998.  Under  said  agreement  Daimler- 
Benz  transfers  its  assets  as  a whole  to  DaimlerChrysler  by  way  of  dissolution  without  winding-up  (§  2 
No.  of  the  German  Transformation  Act)  against  the  granting  of  shares  of  DaimterQuysfer  (merger 
with  and  into  another  company).  The  extraordinary  general  meetings  of  Daimler-Benz  and 
DaimlerChryslerof  18th  September,  1998  and  17th  September,  1998.  respectively,  have  approved  of 
this  agreement  Actions  to  set  aside  the  resolution  were  filed  by  shareholders.  Meanwhile  these 
actions  have  been  withdrawn  following  a settlement  in  court  so  that  with  the  entry  of  the  merger  of 
the  two  companies  in  the  commensal  register  of  the  local  court  In  Stuttgart  on  21st  December,  1998, 
Daimler-Benz  has  ceased  10  exist;  its  shareholders  are  now  shareholders  of  DaimlerChrysler. 

Exchange  Batlo 

Upon  expiration  of  the  period  specified  on  6th  November.  1898,  tha  voluntary  exchange  offer  of 
DalmlerChryslBr  to  the  shareholders  of  Daimler-Benz  had  bean  taken  up  for  more  than  96%  of  the 
Daimler-Benz  shares  (based  on  the  subscribed  capital  of  Daimler-Benz  at  dim  time).  Whan  the 
implementation  of  the  Daimler-Benz  capital  increase  against  contribution  in-kind  was  filed  with  the 
commercial  register  of  DaimlerChrysler,  more  than  98%  of  the  Daimler-Benz  shares  (based  on  tha 
subscribed  capital  of  Daimler-Benz  at  dun  time)  were  also  subject  of  such  registration.  Therefore, 
pursuant  to  the  manger  agreement  between  the  two  companies  tha  former  shareholders  of  Daimler- 
Benz,  against  submission  oi 

1 (one)  no  par  value  share  to  bearer  of  Daimler-Benz  with  a pro-rata  share  In  the  subscribed  capital  of 
Daimler-Benz  of  DM5  each,  together  with  dividend  coupons  Nos.  68  and  so  forth  and  la  (on. 

- Stock  Index  Number  550  000  - 

shall  receive 

1 .005  no  par  value  shares  to  bearer  of  DaimlerChrysler  with  e pro-rata  share  In  the  subscribed  capital 
of  DaimlerChrysler  of  DM5  each  and  with  dividend  entitlement  as  from  tha  beginning  of  the  first  fiscal 
year  of  DaimlerChrysler  ending  on  31st  December,  1998 

- Stock  Index  Number  710  000 - 

The  valuations  performed  by  C&L  Deutsche  Revision  Aktiengeaellschaft.  Frankfurt  and  Schitag  Ernst 
& Ybung  Deutsche  Allgemelne  Treuhand  Aktiengesellschaft  WtnschaftsprOfungsgesellschBtt 
Stuttgart  in  accordance  with  the  eapitalized-value-mathod  pursuant  to  HFA  2/1983  'Principles  for 
Corporate  Valuations'  customary  in  Germany  have  come  to  the  conclusion  that  the  exchange  ratios 
determined  are  appropriate.  The  auditor  of  the  merger  appointed  by  Judicial  order.  BDO  Deutsche 
Waren treuhand  Aktlangaselischaft  WirtschaftsprOfungsgesellschaft  Frankfurt  am  Main,  has  also 
verified  the  exchange  ratios  and  confirmed  them  to  be  appropriate. 

if,  upon  the  application  of  a shareholder  of  Daimler-Benz  an  arbitration  proceeding  is  filed  with 
regard  to  the  merger,  and  the  court  orders  compensation  by  way  of  an  additional  cash  payment 
DalmiefChrYsler  will  be  obliged  to  make  a corresponding  additional  payment  to  all  former 
shareholders  of  Daimler-Benz  who  still  were  shareholders  ol  Daimler-Benz  when  the  merger  became 
effective,  even  if  they  have  not  filed  a relevant  application. 

Implementation  of  the  Exchange 

Under  1 71  of  the  German  Transformation  Act  Deutsche  Bank  AG.  Frankfurt  am  Main,  was  appointed 
as  trustee  for  the  former  shareholders  of  Daimler-Benz  with  regard  to  the  shares  of  DaimlerChrysler 
lobe  issued. 

We  hereby  submit  a Second  offer  to  the  former  shareholders  of  Daimler-Benz  to  present  their  shares, 
together  with  dividend  coupons  Nos.  68  and  so  forth  and  talon. 

by  31st  March,  1999  at  the  latest 

at  a domestic  branch  office  of  the  financial  institutions  listed  below  to  exchange  them  for  shares  of 
DaimlerChrYsler: 

Deutsche  Bank  AG 
(exchange  agents) 

To  the  extent  that  former  shareholders  of  Daimler-Benz  have  deposited  their  shares  whh  a financial 
institution,  the  exchange  will  be  effected  without  a specific  client  instruction  to  that  effect.  The 
exchange  agents  listed  above  will,  as  far  as  possible,  act  as  intermediaries  for  the  compensation  for 
fractional  snares  of  DaimlerChrysler,  if  any.  Since,  principally,  no  shareholders'  rights  may  be 
claimed  for  fractional  rights,  the  depositary  banks  will  dispose  of  any  fractional  rights. 

DaimlerChrysler  will  not  bear  any  fees  or  expenses  Incurred  by  the  former  share  holders  of  Daimler- 
Benz  in  connection  with  the  exchange. 

Cancellation 

Share  certificates  not  submitted  for  exchange  within  the  period  of  time  specified  will  be  cancsBed  by 
DaimlerChrystor.  The  integral  shores  of  DaimlefChrysler  attributable  to  such  certificates  will  be 
handed  over  by  the  trustee  to  tho  beneficiaries  or  deposited  for  their  account  To  the  extent  that 
fractional  shares  are  attributable  to  such  shares,  the  trustee  will  dispose  of  the  shares  Of 
DaimlerChrysler  to  be  granted  therefore  at  the  officially  quoted  price  for  the  beneficiaries’  account 
through  mediation  of  a stockbroker.  The  proceeds  will  be  paid  out  pro-rata  or  deposited  in  the  same 
manner  as  the  Integral  shares. 

gjncetfia  merger  has  became  effective,  the  Share  certificates  of  Daimler-Benz  merely  represent  the 
claim  for  an  exchange  for  DaimlerChrysler  shares.  The  offidel  quotation  of  the  Daimler-Benz  shares 
will,  therefore,  be  discontlnuod. 

The  shares  of  DalnUarChrvsier  issued  pursuant  to  the  exchange  have  been  admitted  to  trading  wtth 
official  quotation  on  all  Gentian  stock  exchanges. 

This  advertisement  is  being  published  on  behalf  of  DaimlerChrysler  by  Deutsche  Bank  AG  London. 
Deutsche  Bank  AG  London  is  acting  tor  DainUerChrystar  and  no-one  else  In  connection  with  the 
exchange  offer  and  wilt  not  be  responsible  to  anyone  other  than  DaimlerChrysler  for  providing  the 
protections  afforded  to  customers  of  Deutsche  Bank  AG  London  or  for  providing  advice  in  relation  to 
the  exchange  offer. 

This  document  has  been  approved  by  Deutsche  Bank  AG  London,  regulated  by  the  Securities  and 
Futures  Authority  for  the  conduct  of  investment  business  In  tha  UK.  solely  for  the  purposes  of 
Sefffon  67  of  the  Financial  Services  Act  1986. 

Stuttgart  January  1999 
The  Board  of  Management 


three  quarters,"  said  Fad  el 
Ghat,  senior  oil  analyst  at 
Fahnestock  & Co  in  New 
York,  fife  sees  little  hope  for 
a short-term  revival  in  oil 
prices,  and  weak  demand  in 
nhnmlnals  is  unlikely  to  pick 
up  before  the  end  of  the 
year. 

PnnHnnnH  improvement  in 
refining  and  marketing  mar- 
gins are  also  unlikely  to  con- 
tinue, with  the  arrival  of 
warmer  weather  and  the 
cummer  driving  season  still 
months  off. 

The  stocks  of  the  large  oil 
companies  are  trading  at  25 
times  earnings,  or  at  a 50  per 
cent  premium  to  their  nor- 
mal levels  based  on  p/e 
ratios,  said  Mr  Gheit  “Inves- 
tors are  hoping  that  that,  this 
is  a passing  shower,  and 


earnings  will  rebound.’' 

Bruce  Lanni,  analyst  at 
CIBC  Oppenheimer  in  New 
York,  argues  that  the  cur- 
rent period  is  an  abnormal 
part  of  the  cycle,  where 
weak  oil  prices  expand  the 
price  to  earnings  multiple. 

He  . estimates  that  the 
large,  integrated  oil  compa- 
nies are  trading  on  expected 
1999  oil  prices  of  S14-315 
against  CIBC's  forecast  of 
$17  per  barreL  Mr  Lanni 
thinks  a gradual  improve- 
ment in  oil  prices  could  cre- 
ate a buying  opportunity. 

“Under  the  assumption 
that  oil  prices  improve, 
which  we  are  fully  expect- 
ing. then  these  stocks  are 
selling  at  a discount  to  the 
market,  if  you  look  12 
months  on." 


BCE  continues 
expansion  drive 


By  Scott  Monison  In  Toronto 

The  competitive  balance  in 
Canada's  C$16bn  (US$10.5bp) 
telecommunications  indus- 
try has  tilted  further  in 
favour  of  BCE  after  the 
country’s  market  leader 
announced  this  week  a Joint 
venture  to  challenge  a west- 
ern Canadian  rival  in  Its 
own  backyard. 

The  announcement  moves 
BCE  closer  to  becoming  the 
country's  first  full-service 
national  telecoms  company; 
The  agreement  with  Mani- 
toba Telecom  Services  will 
give  BCE  subsidiary  Bell 
Canada  a 20  per  cent  stake 
in  MTS  for  C$338m  and 
requires  the  two  companies 
to  create  a joint  venture  to 
provide  telecom  services  to 
business  In  Calgary,  Edmon- 
ton and  Vancouver.  The  new 
company,  one-third  owned 
by  Bell  with  the  remaining 
two-thirds  held  by  MTS,  will 
cost  the  two  owners  CfSOOm 
over  five  years. 

With  the  MTS  agreement, 
BCE  now  has  two-thirds  of 
its  expansion  In  place.  It  has 
formed  Nexxia,  a national 
data  network,  and  now  it 
will  also  have  local  assets  in 
western  Canada.  BCE,  which 
this  week  reported  1998  oper- 
ating profits  up  23  per  cent 
to  C$1.6bn,  already  has 
equity  links  with  four  Atlan- 
tic Canada  carriers. 

More  importantly,  it  has 
taken  a potential  partner 
away  from  BCT.Telus,  cre- 
ated in  the  merger  of  British 
Columbia’s  BC  Telecom  and 


Alberta's  Telus.  The  western 
company  was  believed  to 
have  been  in  talks  with  MTS 
and  Saskatchewan’s  state- 
owned  phone  company  in  a 
bid  to  expand  eastward. 
BCT.Telus,  however,  has  not 
yet  concluded  any  deals  that 
would  enable  it  to  move  into 
BCE's  home  markets  in 
Ontario  and  Quebec. 

"It's  very  much  a set-back 
for  the  western  companies," 
said  Dval  Ghose,  a telecoms 
analyst  at  HSBC  Securities. 

The  reshaping  Of  ftanndian 
telecoms  was  prompted  by 
regulatory  changes  to  intro- 
duce long-distance  and  local 
service  competition.  Compet- 
itive opportunities  led  to  the 
dissolution  of  the  Stentor 
alliance,  which  linked  Cana- 
da's former  regional  monop- 
olies. 

BCE,  however,  must  still 
acquire  a national  wireless 
presence  to  provide  the  full 
spectrum  of  services 
throughout  Canada.  Clear- 
Net,  the  wireless  service  pro- 
vider, is  seen  as  an  acquisi- 
tion target.  A national 
full-service  presence  would 
make  BCE  more  attractive  to 
foreign  te7ecoms  groups 
looking  for  Canadian  part- 
ners. 

Observers  said  BCT.Telus 
was  under  increasing  pres- 
sure to  secure  an  acquisition 
or  alliance  to  establish  a 
presence  in  eastern  Canada. 
However,  tt  has  the  option  of 
serving  eastern  Canada  via 
the  US  network  of  GTE, 
which  holds  a 27  per  cent 
stake  in  the  western  carrier. 


Euro  Disney  aims  to  expand 


By  EHzztteth  Robinson 

Euro  Disney,  the  French 
theme  park  operator,  hopes 
to  reach  agreement  with  the 
French  government  within 
the  next  few  weeks  for  a sec- 
ond park  to  be  built  along- 
side Disneyland  Paris. 

Giles  Pelisson,  chief  exec- 
utive, said  he  hoped  the  new 
park  would  open  In  2002,  10 
years  after  the  company 
opened  tha  gates  to  Its  first 
park  outside  Paris. 

Mr  Pelisson  said  the  sec- 
ond park  would  offer  “an 
extensive  experience”  of  the 
world  of  television,  anima- 
tion and  cinema,  with  rides, 
shows  and  exhibitions. 

“We  expect  it  to  be  more 
educational.  This  makes  it  a 
better  fit  for  nationalities  in 


Europe  such  as  Germans 
who  like  to  learn  as  well  as 
have  fan. 

“The  park  will  be  about 
Hollywood,  but  also  about 
European  culture,"  he  said. 

If  Euro  Disney  reaches 
agreement  with  the  French 
government,  groundbreaking 
at  the  site  in  Marne-la-ValI£e 
should  begin  by  the  end  of 
this  year,  with  the  park 
opening  to  spring  2002. 

The  company  expects  to 
invest  FFr4.5bn  (€688m, 
$789m)  in  the  park’s  facilities 
and  that  figure  could  be 
matched  by  private  and  pub- 
lic finance  to  create  the 
infrastructure. 

The  proposal  for  a second 
park  was  contained  in  the 
agreement  that  Euro  Disney 
signed  with  the  French  gov- 


ernment In  1997  but  was 
shelved  as  the  company 
tried  to  deal  with  mounting 
debt 

Mr  Pelisson  said  that 
details  of  financing  for  the 
second  park  would  be 
.announced  when  he  was 
sure  the  company  was  going 
ahead  with  the  project. 

Disneyland  Paris  is  the 
largest  short-break  destina- 
tion In  Europe,  and  France’s 
top  tourist  attraction  with 
12.5m  visitors  a year. 

Mr  Pelisson  aims  to  attract 
4.5m-5m  viators  to  the  new 
site  in  its  first  -year  of 
operation. 

Last  year  net  profits  at 
Euro  Disney,  which  is  39  per 
cent  owned  by  Walt  Disney 
of  the  US,  rose  34  per  cent  to 
FFrtSOm. 


Share  splits 
lift  high-tech 

stocks  further 


Endesa 
may  pull 
offer  for 
Enersis 

By  Tom  Bums  in  Madrid 

A $l.46bn  public  offer 
launched  by  Endesa,  the 
Spanish  power  group,  for 
control  of  Enersis.  Chile’s 
dominant  electricity  distrib- 
utor, could  be  withdrawn  if 
Enersis  shareholders  press 
ahead  with  plans  to  sell  the 
distributor’s  25  per  cent 
stake  in  Endesa  Chile,  the 
country's  largest  electricity 
generator.  . 

Endesa  could  also  rethink 
its  future  association  with 
Enersis.  in  which  it  has  built 
up  a 32  per  cent  stake  - the 
maximum  level  permitted 
under  the  company's  present 
statutes  - over  the  past  two 
years.  Enersis  shareholders 
are  due  to  vote' on  the  ctis-'1 
posal  of  Endesa  Chile,  which 
has  no  legal  relationship 
with  the  Spanish  group,  at 
an  extraordinary  general 
meeting  an  February  4. 

“We  believe  the  sale  [of 
Endesa  Chile]  is  a strategic 
error."  Rafael  Miranda,  the 
Spanish  group’s  chief 
executive,  told  the  FT. 
“There  are  great 
opportunities  for  generation 
in  Latin  America  and  it  is 
wrong  to  concentrate  on  a 
distribution  business  which 
is  vulnerable  to  regulatory 
decisions.” 

Endesa  has  counter-at- 
tacked by  seeking  a second 
shareholders  meeting,  sched- 
uled for  the  end  of  next 
month,  at  which  it  will  press 
for  an  end  to  the  statutory 
ceiling  on  equity  ownership. 
The  public  offer  seeks  to 
raise  the  Spanish  group’s 
eqiiity  stake  to  64  per  cent 
though  the  acquisition  of: 
Enersis  ADRs,  traded  in  New 
York:  of  shares  in  the  group 
floated  on  Santiago's  Bolsa; 
and  also  of  stock  owned  by 
Chile’s  pension  fund  admin- 
istrators. or  AFPs.  which, 
like  Endesa,  also  own  32  per 
cent  of  Enersis. 

Mr  Miranda  said  Endesa 
wanted  to  build  up  Enersis 
as  a big  Latin  American 
power  group.  But  he  warned 
that  in  a “worst  case  sce- 
nario" involving  the  failure 
to  control  Enersis  and  the 
sale  of  Endesa  Chile  the 
Spanish  group  would  have 
“to  reconsider"  its  Chilean 
investments. 

“Our  situation  In  Enersis 
was  no  longer  sustainable. 
We  launched  our  bid 
because  a company  has  to 
have  a clear  ownership  and 
a clear  strategy." 


By  Richard  Waters  tajto  York 

In  the  red  hot  market  for 
technology  stocks,  retail 
investors  are.  looking  for 
almost  any.  excise  to  buy. 

That  is  one  interpretation 
hpMnfl  tfro  jump  this  week 
in  the  shares  of  a number  of 
! established  technology  com- 
: parties  and  newer  internet 
nnmpg  following  announce- 
ments, that  they  plan  to  split 
their  high-priced  shares. 

Such  stock  splits,  which 
typically  g tva  investors  two 
shares  for  each  one  they  cur- 
rently hold,  should  theoreti- 
cally have  ho  impact  on 
share  prices.'  equity  analysts 
say.  they  make  no  dif- 
ference to  the  underlying 
value  of.  the  company  con- 
cerned. 

However,  . this  week's 
batch'  .of.  share  splits 
has  been  attended  by  a 
leap  in  buying,  particularly 
from,  the  many  Individual 
investors  whose  share  trad- 
ing has  been  , one  of  the  big- 
gest factors  behind  the  tech- 
nology rally  of  the  past  two 
months-  . 

“The  dollar  price  of  a 
stock  seems . to  influence 
retail  buying  of  . the  stock.'’, 
said  Doug  Cliggott.  an  equity 
analyst  at  J.J».  Morgan. 

Yesteaxtey  it  was  the  turn 
of  Intel,  which  announced 
the  twelfth  stock,  split  since 
it  was  founded  and  its  first 
in  18  Tnrm+hc  Hie  company's 
shares  roe  more  than  4 per 
cent  on  the  news  before  fall- 
ing back  by  early  afternoon 
to  trade  at  $136%,  a rise  of 
$4%. 

Two  other  leading  technol- 
ogy companies  announced 
share  splits  earlier  , in  the 
week,  prompting  farther  .ral- 


lies in  their  own  share 
prices.  Microsoft  rose  M -V* 
cent  on  Monday  after  « 
announced  a two-forjone 
split,  while  IBM  climbed 1-3 
per  cent  on  Monday  and 

T^a^otential  explanation 

for  the  increase  in  lw™*** 
email  investors  is  tha*.  snare 
splits  could  lower  their  deal- 
ing costs.  . 

• A lower  share  price  maxes 
It  easier  for  small  investors 
to  buy  shares  in  so-called 
“round  tots”  of  multiples  of 
100.  something  that  stock- 
brokers generally  chaise  a 
lower  commission  for 
though  this  was  unlikely  to 
explain  how  far  some  shares 
had  jumped,  said  Mr 
Cliggott. 

Other  explanations  fre- 
quently advanced  for  the 
impact  of  share  splits 
include  the  claim  that  they 
convey  important  informa- 
tion about  a company’s  con- 
fidence in  the  future. 
According  to  this  argument, 
companies  cut  the  nominal 
price  of  their  stock  when 
they  believe  it  will  keep  ris- 
ing to  new  heights. 

America  Online,  the  online 
services  company,  and  eBay, 
which  operates  the  leading 
internet  auction  site,  also 
both  announced  share  splits 
this  week,  reflecting  the 
sharp  increase  in  their  stock 
prices  since  early  December. 

The  further  gains  in  their 
shares,  though,  were  likely 
to  owe  more  to  the  fact  that 
both  companies  also 
reported  fourth  quarter  earn- 
ings that  beat  Wall  Street 
expectations.  eBay  jumped 
37  per  cent  on  Wednesday, 
while  AoL  rose  $12  yesterday 
morning,  to  $174. 


NEWS  DIGEST 


ABIQSPACE  • 

Revenues  decrease  9% 
at  Lockheed  Martin 

Lockheed  Martin's  fourth-quarter  earnings  matched 
reduced  Waif  Sireet" «stanates  of  81  cents  a share  on  reve- 
nues down  9 per  cent  at  $7.2bn.  The  15  per  cent  dip  in 
net  income  to  $308mfrom  $363m,  or  89  cents  a share, 
was  attrfouted  to  weaker  business  and  delays  in  space 
and  missiles,  and  reduced  air  transporter  deliveries. 

Exceptional  items,  including  the  costs  of  shutting  down 
a majority-owned  information  technology  company, 
reduced  earnings  to  33  cents  a share,  although  the  com- 
pany said  cash  flow  was  wen  above  target  for  the  year, 
allowing  about  SI  bn  of  debt  to  be  retired  and  borrowings 
to  faB  to  $11bn.  The  company  said  it  expected  a cost 
reduction  project  to  start  showing  results  in  the  current 
year  and  generate  annual  savings  of  up  to  $3bn  when  it 
was  fully  implemented  to  2001 . 

Christopher  Parties,  Los  Angeles 

FOOD  INDUSTRY 


Lawsuits  hit  R JR  Nabisco 

RJR  Nabisco,  the  food  and  tobacco  group,  yesterday 
reported  an  almost  threefold  increase  In  fourth-quarter 
losses  from  Si  97m  to  $585m.  after  $780m  in  charges  for 
restructuring  and  tobacco  litigation  settlements.  Losses 
per  share  were  $1 .83,  against  64  cents  last  time.  Exclu- 
ding charges  in  both  years,  operating  profits  were  $195m, 
or  58  cents,  down  from  $222m,  or  64  centSL  Group  sales 
fell  2 per  cent  to  $4.47bn  despite  a 5 per  cent  rise  in 
worldwide  tobacco  sales.  Reuters,  New  York 


BANKING 


Boavista  reimburses  investors 

B^  Sc^  Irtemaantlo0  has  said  it  will  mtum 
R$70m  (US$37 m)  to  3.800  investors  who  lost  money  in 
high-risk  investment  funds  after  a substantial  fan  m value 
with  the  collapse  of  the  Real  two  weeks  ago. 

The  currency  has  lost  38  per  cent  of  Its  value  since  the 
government  scrapped  its  controlled  exchange  rate  on  Jan- 
uaiy  13.  . 

Bank  analysts  have  praised  Boavisia's  fond  managers 
for  coming  dean  on  the  losses.  Unlike  most  local  and 
international  investors.  Boavista's  fond  managers  bouoht 
Reels  on  the  futures  market  because  they  beftevedthe 
government  would  be  able  to  avert  a damaaina  devsin* 

“Posted  on  imminent  do 

and  bought  dollars.  She  said  the  bank  has  deddedto 
share  these  profits”  with  Investors  in  its  fonrfT^ 

John  Barham,  S9o  Paulo 


U.S.  $300,000,000 

Canadian  Imperial  Bank 
of  Commerce 
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COMPANIES  & FINANCE:  UK 

SUPPORT  SERVICES  GROUP  AHEAD  OF  MARKET  EXPECTATIONS  WITH  £59M 


? US  side  helps  Misys  advance  83% 


By  Christopher  Price 

Shares  in  Misys  jumped  1? 
per  cent  yesterday  after  the 
computer  software  and  ser- 
vices group  reported  sharply 
higher  profits,  helped  by 
work  generated  by  the  mil- 
lennium computer  bomb  and 
the  euro. 

Pre-tax  profits  for  for  the 
half  year  to  November  30 
increased  83  per  cent  to 
£59m  ($97m)  on  turnover  62 
per  cent  higher  at  £288m. 

The  results  were  ahead  of 


market  forecasts,  with  ana- 
lysts also  pleased  by  the  per- 
formance of  Misys 's  US 
healthcare  software  busi- 
ness, Medic.  This  was 
acquired  more  than  a year 
ago  but  doubts  about  its 
potential  have  persisted 
among  some  analysts. 

The  86'/.  p rise  In  Misys ’s 
shares  to  586p  gave  it  a mar- 
ket capitalisation  of  £L3hn, 
and  restored  its  place  as 
Britain's  highest  valued  IT 
services  company. 

Kevin  Lomax,  chairman. 


dismissed  suggestions  that 
business  would  decline  once 
the  effect  of  the  year  2000 
and  euro  issues  began  to 
diminish.  “The  banking  sec- 
tor has  hugely  underesti- 
mated the  cost  of  year  2000 
and  the  euro  and  so  has  been 
putting  off  investment  in 
new  systems.  The  next  wave 
of  IT  expenditure  will  be  in 
this  area." 

In  addition,  the 
cost  and  complexity  of  new 
IT  systems  meant  that  banks 
and  other  financial  institu- 


tions were  increasingly  out- 
sourcing their  IT  require- 
ments. As  the  leading  com- 
pany In  the  sector,  Mr 
Lomax  said  Misys  was  ide- 
ally placed  to  benefit. 

The  company,  which  speci- 
alises in  the  banking  and 
healthcare  markets,  under- 
lined its  focus  on  Its  core 
areas  by  agreeing  to  sell  its 
Information  Systems  divi- 
sion. for  £28m.  Its  subsid- 
iaries are  being  bought  by 
managements  with  venture 
capital  Investors. 


Mr  Lomax  said  Misys' 
other  area  of  business,  soft- 
ware and  services  for  the 
insurance  Industry,  would 
not  be  sold,  although  its  UK 
focus  meant  its  development 
potential  within  the  group 
was  limited. 

Profits  from  banking  rose 
64  per  cent  to  £46m  on  sales 
of  nssm.  Medic's  first  con- 
tribution to  profits  was 
£L3m.  Strong  cash  flow 
helped  reduce  net  debt  from 
£203m  to  £UIm. 


US  white 
$ knight  to 
Wace’s 
rescue 

By  David  BtocfcmU 


A white  knight  from  Illinois 
yesterday  rode  to  the  rescue 
of  Wace,  the  digital  imaging 
group  under  siege  from  UK 
rival  Photobition. 

Shares  in  Wace  - just 
17V4p  in  October  after  it  ran 
into  problems  in  the  US  and 
breached  loan  covenants  - 
dosed  up  17%p  at  75Vip. 

The  US  bidder  is  Schawk, 
a family-run  digital  imaging 
business  listed  on  the  New 
York  Stock  Exchange,  where 
l it  is  capitalised  at  £265m. 

. Schawk,  which  is  advisEd 
by  Lehman  Brothers,  is  pre- 
pared to  pay  £S4.6m  in  a mix- 
ture of  cash  and  subordi- 
nated loan  notes.  That 
compares  with  Fhotobition’s 
offer  of  21.93  of  its  own 
shares  for  every  100  Wace 
shares  - worth  £81m  after 
Photohition’s  shares  closed 
up  9p  at  244p  yesterday. 

Wace’s  directors  are  rec- 
ommending Schawk’s  offer, 
which  they  have  accepted 
for  their  own  0A  per  cent 
holding.  Derek  Ashley,  chief 
executive,  described  the  pro- 
posed deal  as  a strategically 
good  fit. 

However,  the  Wace  board 
added  that  it  had  been 
approached  by  several  par- 
ties since  Photobition 
\ launched  its  bid  in  Decem- 
ber. and  there  might  be  fur- 
ther proposals. 


Recovery  plan  at 
Premier  Famell 


By  Susanna  Voyte 


Shares  in  Premier  FarneU 
jumped  by  almost  18  per 
cent  yesterday  as  investors 
welcomed  the  blueprint  for 
recovery  set  out  by  John 
Hirst,  who  took  over  as  chief 
executive  of  the  electronic 
components  distributor  last 
summer. 

The  group  - which  last 
autumn  cut  its  dividend  by 
30  per  cent  - said  that  it  was 
planning  a £45 m capital 
Investment  over  the  next 
three  years  along  with  an 
extra  £15m  every  year  to  be 
spent  on  marketing  initia- 
tives. 

Shares  in  the  company 
rose  29p  to  10lKp.  Premier 
Farnell  has  consistently 


RESULTS 


failed  to  meet  City  expecta- 
tions since  it  was  formed  by 
the  controversial  merger  of 
Leeds-based  Farnell  Elec- 
tronics with  Premier  of  the 
US  almost  three  years  ago. 
Before  yesterday’s  rise,  the 
shares  bafi  underperformed 
the  market  by  82  per  cent 
since  the  start  of  1996. 

This  whole  thing  la  about 
getting  the  company  back  to 
profitable  growth,"  said  Mr 
Hirst. 

Analysts  welcomed  the 
strategic  announcement, 
which  was  underpinned  by 
news  that  conditions  In  its 
difficult  markets  had  not 
deteriorated  further.  They 
are  forecasting 

foil-year  pre-tax  profits  of 
£103m-£104m  (£139m). 


Trinity  to  meet 
Mirror  again 


By  John  Gapper 


Trinity,  the  regional  news- 
paper company,  is  to  meet 
Mirror  Group  again,  follow- 
ing the  departure  of  David 
Montgomery,  Mirror  chief 
executive,  to  investigate 
restarting  merger  talks. 

The  two  sides  are  expected 
to  meet  today  to  establish 
whether  Mirror  under  its 
new  chief  executive,  John 
Allwood,  is  still  interested  in 
a merger  or  is  now  seeking 
takeover  bids. 

It  will  be  the  first  contact 
between  the  two  since  Trin- 
ity called  off  talks  earlier 
this  month.  The  breakdown 
was  caused  in  part  by  dis- 
agreement over  whether  Mr 
Montgomery  would  have  an 


executive  role  in  a merged 
company. 

Mr  Montgomery  resigned 
on  Monday  after  it  became 
clear  that  the  Mirror  board 
would  otherwise  pass  a vote 
of  no-confidence  In  him. 
Leading  shareholders  had 
pressed  for  him  to  resign 
rather  than  block  a merger 
or  takeover. 

Trinity  is  thought  willing 
to  consider  a bid  involving 
both  shares  cash  if  Mir- 
ror wants  a takeover.  Sir 
Victor  Blank.  Mirror  chair- 
man, has  spoken  of  an  “auc- 
tion" for  the  group  involving 
any  interested  parties. 

Mirror  has  already 
rejected  a cash  bid  of  £913m 
from  Regional  Independent 
Media. 
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P&D  arm 
leads 
UBS  to 
revise 
targets 

By  mam  Hall  in  Zurich  and 
Jane  Uafflnson  ta  London 


UBS.  Europe's  biggest  bank, 
has  cut  the  medium-term 
profit  target  for  its  institu- 
tional fund  management 
arm  by  more  than  a third, 
largely  because  of  the  poor 
performance  of  Phillips  & 
Drew,  its  UK  fund  manager. 

Hie  group  has  cut  its  fore- 
casts for  UBS  Brinson, 
which  includes  P&D,  from 
between  SFr600m-SFr700m 
in  2002  to  SFrtOQm  ($290m). 
Revised  estimates  emerged 
following  presentations  to 
Investors  in  Zurich  this 
week.  The  more  optimistic 
estimates  were  made  when 
UBS  announced  its  merger 
with  Swiss  Bank  Corp- 
oration in  December  1997. 

Figures  released  yesterday 
reveal  that  P&D,  the  UK's 
third-largest  pension  fond 
manager,  has  seriously 
underperformed  its  peers 
over  the  past  five  years.  This 
is  largely  because  of  its  bear- 
ish stance  and  preference  for 
some  of  the  UK  market’s 
worst  performing  companies. 
Its  flagship  El.lbn  pooled 
pension  fund  ranked  bottom 
of  67  foods  in  the  final  quar- 
ter of  1998.  Such  under- 
performance  has  prompted 
the  departure  of  several  of 
its  largest  clients.  Its  assets 
fell  from  about  £60bu  to  less 
than  £54bn  last  year. 

P&D  also  faced  difficult 
ownership  issues  last  year 
following  the  creation  of 
UBS.  After  some  tension,  it 
was  finally  decided  that  P&D 
would  be  separately  man- 
aged from  UBS  Brinson,  the 
Chicago-based  headquarters 
of  the  UBS  division. 

UBS  said  this  week  that  it 
was  still  on  track  to  build  a 
“premier  global  institutional 
asset  management  firm”  but 
revenue  and  profit  growth 
predictions  bad  been  cut  “in 
the  short-term  due  to  chal- 
lenges in  the  UK". 

The  downgrading  means 
UBS  Brinson  will  now 
account  for  less  than  5 per 
cent  of  UBS  profits. 
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If  any  set  of  results  deserved 
to  calm  nerves.  Misys  deliv- 
ered them.  This  software 
company  has  been  dogged  by 
suspicions  that  its  acquisi- 
tion-fuelled growth  could 
come  unstuck.  Turmoil  in 
the  banking  sector  last  year 
also  raised  fears  that  Misys 
would  suffer  since  it  supplies 
risk  management  and  trad- 
ing systems.  These  concerns 
have  been  put  to  rest.  As  the 
strong  cashflow  generation 
shows,  Misys  is  not  hiding 
behind  funny  accounting  for 
its  strong  growth.  Basic 
things  like  chasing  late  pay- 
ers are  all  part  of  the  Misys 

formula.  Furthermore,  39  per  cent  of  Misys'  revenues  are 
recurring,  which  offers  comfort  in  the  volatile  world  of 
software  companies.  Unfortunately,  with  the  shares  on  a 
forward  price/eamings  ratio  of  3D.  much  of  this  is  already  in 
the  price. 

LucasVarify 

After  a week  of  shadow  boxing,  it  seems  Lucas Varity's  two 
suitors  are  to  fight  for  its  bond.  This  is  good  news  for 
shareholders.  TRWs  first  shot  is  an  improvement  both  in 
form  and  amount  on  Federal-Mogul's  conditional  2S0p  a 
share  cash  and  paper  bid.  But  at  2S8p  in  cash,  it  is  not  a 
knock-out  punch. 

Unfortunately,  it  is  pretty  close.  Although  Federal-Mogul 
has  highly  rated  paper,  this  is  no  longer  an  advantage  now 
TRW  is  offering  cash.  FederalMogul  is  mooting  a mix -and- 
match  offer  allowing  LVA's  US  shareholders  - more  than 
half  the  total  - to  take  shares  m the  combined  group  while 
getting  UK  investors  out  for  cash.  But  even  this  may  not  get 
it  much  beyond  290p  a share  without  suffering  earnings 
dilution. 

The  problem  is  that  Federal-Mogul  cannot  find  the  same 
level  of  synergies  from  the  deal  as  TRW.  which  yesterday 
i den  tilled  $200m  (£121  m)  of  annual  pre-tax  cost  savings.  This 
is  because  Federal-Mogul's  autocomponents  businesses  arc 
simply  not  as  complementary  as  its  rival's.  In  addition  TRW 
believes  its  estimate  of  synergies  could  be  conservative,  with 
the  real  figure  nearer  $300m.  This  could  allow  it  to  raise  its 
offer  to  3Q0p-3l0p  without  suffering  dilution.  But  it  will  only 
do  so  if  its  hand  is  forced  - something  Victor  Rice.  LVA's 
chief  executive,  seems  to  have  made  less  likely  by  rebuffing 
Federal-Mogul's  interest  so  for.  The  best  hope  for  sharehold- 
ers is  that  Federal-Mogul  does  not  now  throw  in  the  towel. 


EasyJet  plans  flotation 


By  Michael  StapMur 

EasyJet,  the  low-fares 
airline,  plans  to  float  on  the 
London  Stock  Exchange  and 
Nasdaq  early  next  year.  Ste- 
lios  Hajiloannou,  chairman, 
said  his  family  would  retain 
majority  control  after  the 
flotation. 

By  early  2000,  he  expected 
EasyJet  to  have  satisfied  the 
criteria -his  financial  advis- 


ers had  set  for  flotation. 
These  were  that  the  com- 
pany could  demonstrate  a 
record  or  profitability,  was 
capable  of  growth  and  could 
weather  a recession.  The  air- 
line's operating  company 
made  pre-tax  profits  of  £2 3m 
(S3. ®m)  last  year,  compared 
with  a loss  of  £3.3m  in 
1996-97.  This  was  EasyJet's 
first  profit  since  it  was 
founded  three  years  ago. 


Fiscal  year  1 997/98  added  a new  dimen- 
sion for  Degussa:  the  company  reported 
record  results  for  the  fourth  time  in  suc- 
cession and  the  merger  with  Huls  AG, 
which  was  approved  by  the  shareholders 
of  Degussa  AG  on  December  18, 1998, 
opens  up  extremely  good  prospects  for 
the  future. 

Record  earnings  for  the 
J fourth  year  in  succession 

Group  sales  totalled  DM  1 5-9  bn,  an  in- 
crease of  10%  after  stripping  out  precious 
metals  trading,  while  pretax  earnings  were 
up  42%  at  DM  741  million.  Net  income 
also  rose  by  42%  to  another  new  record  of 
DM  558  mil-lion,  showing  that  the  serin-  . 
oet»  coswnanagemenc  and  structural  im- 
provements in  recent  years  are  bearing 
fruir.  DVFA/SG  earning?  per  share  rose  to 
DM  5.30  and  there  was  a further  signifi- 
cant rise  in  cash  flow  ro  DM  1382  million. 

, Dividend  increased 

f to  DM  1.80 

The  dividend  is  to  be  increased  again,  to 
DM  1 -SO  per  DM  5 share.  The  dividend 
will  be  paid  our  of  foreign  income  (tax 


class  EKoO  so  there  will  be  no  tax  credit 
for  German  shareholders. 

Good  rise  in  segmental 
result 

Overall,  the  segmental  result  rose  23%  to 
DM  777  million.  The  Chemical  Products 
Segment  did  particularly  well,  reporting  a 
41%  rise  in  earnings.  Acquisitions,  joint 
ventures  and  expansion  of  capacity  reinfor- 
ced our  leading  global  marker  position  in 
this  segment.  The  Precious  Metals  and 


Banking  Segment  also  made  good  headway. 
Only  the  Health  and  Nutrition  Segment 
did  not  quite  match  the  previous  years 
good  result. 

* 

Degussa-Huls  - an 
attractive,  value-oriented 
company  at  leading  edge 

The  merger  with  Huls  AG  to  form 
Degussa-Huls  AG  will  add  a new  dimen- 
sion to  our  operations.  The  new. company 
will  focus  on  specialty  chemicals,  a field 


in  which  ic  will  rank  among  the  market 
leaders.  The  merger  will  create  a successful 
international  company  with  value-oriented 
management  principles,  making  ic  an  at- 
tractive investment.  Degussa-Huls  AG  be 
included  in  the  DAX  30  and  shares  in  the 
new  company  are  expected  ro  be  traded 
on  the  Frankfort  and  Diisseldorf  stock  ex- 
changes as  from  February  8,  1999.  They 
wall  be  entitled  to  the  dividend  from 
October  1,  1998. 

An  optimistic  outlook 

The  global  economic  environment  has  be- 
come far  more  difficult,  nor  least  because 
of  the  financial  crises  in  Asia,  Russia  and 
Brazil,  and  there  are  signs  that  the  North 
American  economy  is  slowing.  Following 
the  merger  with  Hills  AG,  we  will  be  well 
prepared  to  face  tougher  competition  and 
expect  to  report  good  earnings  in  die  cur- 
rent fiscal  year. 


Frankfurt  am  Main, 
January  1999 
Degussa  Akriengesellschaft 
Executive  Board  ■ 


Key  data  from  the 
income  statement 

Group  DM  million 

Sales 

15,905 

Segmental  result 

777 

by  segment 

-Chemical  Products 

445 

-Health  and  Nutrition 

22B 

- Precious  Metals  and  Banking 

104 

Profit  before  income  tax 

741 

Net  income 

55B 

Our  annual  report  can  be  obtained 

from  the 

Public  Relations  Department,  Degussa  AG,  ) 

60287  Frankfurt,  Germany. 
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Balance  sheet  of  the  Degussa  Group  as  at  September  30, 1 998 

Assets 

DM  million 

Liabilities 

DM  million 

Intangible  assets 

360 

Issued  capital 

460 

Tangible  assets 

Investments 

3,273 

1,463 

Capital  reserve  and 

Group  profit 

2,180 

Non-current  assets 

5,096 

Shareholders'  equity 

2,640 

inventories 

1,694 

Accrued  liabilities 

2,739 

Liquid  assets  and 
accounts  receivable 

3,300 

Long-term  liabilities 

1,994 

Current  assets 

4,994 

Short-term  liabilities 

2,717 

Total  assets 

10,090 

Total  equity  and  liabilities 

10.090 

(Not  issued  under  §§326, 328  of  the  German  Commercial  Cede) 

The  cornpkria  Financial  Stataments  as  at  September  30, 1998,  together  wittlthfl  auditors’ unquafified  opi- 
nfon  are  scheduled  for  publicstion  In  the  Bundesanzaiger  (Federal  Gazette)  In  the  4tft  calendar  weak  of  1999. 

— 

1-  

•. 

t 


FINANCIAL  TIMES 


FR.DAY  JANUARY  2.  1W 


MANAGEMENT 


INTERVIEW  DENNIS  MALAMATINAS 


Black  belt  with  a 
voracious  appetite 


The  chief  executive  of  the  Burger  King 
chain  is  chomping  his  way  to  the  top, 
finds  John  Willman 


pTlt’s  Free  Fryday  for 
-Burger  King  in  the 
UK,  and  the  world's 
second-largest  hamburger 
chain,  expects  more  am 
customers  to  sample  a free 
portion  of  King  Fries,  lt$ 
“revolutionary  new  coated 
French  fry”. 

In  London  for  the  week  to 
oversee  the  British  debut  of 
the  latest  weapon  in  the  bur- 
ger wars  with  McDonald’s  is 
Dennis  Malamatinas,  chief 
executive  of  Burger  King 
since  March  1997.  He 
launched  King  Files  in  the 
US  last  year  with  the  first 
Free  Fryday,  hanging  out 
15m  portions  in  what  the 
Miami -based  company  called 
the  biggest  single  sampling 
exercise  in  history. 

But  freebies  can  be  a 
tricky  business,  as 
McDonald's  discovered  this 
month  with  Its  two-for-one 
Big  Mac  25th  anniversary 
offer.  The  world’s  largest 
fast-food  chain  was  forced  to 
apologise  to  angry  customers 
after  running  out  of  supplies 
during  the  first  day  of  the 
two-day  promotion. 


my 


Mr  Malamatinas  Is  leaving 
nothing  to  chance:  lorries 
with  top-up  supplies  of  King 
Fries  are  parked  close  to  the 
larger  outlets  and  extra  cold 
store  space  has  been  booked 
countrywide.  “J  guarantee 
we  won’t  run  out,”  he  says. 

Life  would  probably  not  be 
pleasant  for  any  executive 
foolish  enough  to  fitiL  The 
wmrHai  arts  enthusiast  is  a 
driven  man,  who  expects  his 
managers  to  hit  targets  and 
never  to  become  complacent. 

Tm  one  of  those  hyperac- 
tive guys”  he  boasts.  “I  put 
a lot  of  pressure  on  myself 
always.  It’s  important  for 
all  our  people  to  feel 
that  way."  • 

His  relentless  pressure  has 
certainly  produced  results 
for  Diageo,  the  UK  food  and 
drink  group  which  owns  the 
hamburger  chain.  Still  only 
43,  he  is  now  seen  as  one  of 
three  Insiders  on  the  short- 
list to  succeed  John  McGrath 
when  he  retires  as  chief 
executive  next  year. 

Burger  King  has  been 
steadily  gaining  on 
McDonald’s  in  the  vital 


North  American  battle- 
ground, reaching  21  per  cent 
of  the  market  last  year.  Sales 
will  be  $llbn  (£6.8bn)  this 
year,  profit  growth  is  expec- 
ted to  be  in  double  digits  and 
the  chain  recently  opened  its 
10,000th  restaurant,  having 
added  1,700  in  the  last  two 
years  alone. 

McDonald's  still  has 
almost  double  Burger  King’s 
market  share  in  North 
America,  and  a much  bigger 
network  outside  the  US.  But 
it  has  suffered  setbacks  in 
recent  years  and  is  widely 
seen  to  have  lost  its  way 
in  comparison  with  the 
number  two. 

Mr  Malamatinas  is  not 
about  to  succumb  to  compla- 
cency, however.  "When 
people  ask  me  if  Tm  con- 
cerned about  the  competi- 
tion, I say  Pm  always  con- 
cerned about  everything.  Tm 
paranoid  about  everything.  I 
always  assume  McDonald's 
will  get  it  right 

“The  solution  is  to  make 
sure  people  stay  hungry,  the 
killer  instinct  always  pre- 
vails and  you’re  after  market 
share.  If  you're  going  to  be 
successful,  you've  got  to 
have  that  attitude. 

"People  go  an  about  the 
strategy,  but  in  my  book 


‘I've  never  seen  a 
brand  that’s  more 
responsive  to 
advertising  - you 
put  your  ad  on  the 
air  on  Monday  and 
you  can  see  sales 
climbing  on 
Wednesday* 


Dennis  Malamatinas 
Burger  King  chief  executive 


you've  got  to  get  fixe  culture 
right,”  he  adds.  "I  spend 
most  of  my  time  on  the  cul- 
ture of  the  company  and  on 
leadership  issues." 

. He  sees  constant  innova' 
tion  as  an  essential  part  of 
that  culture:  last  year  he 
grabbed  control  of  the  R&D 
department  from  the  market- 
ing director.  King  Fries  is 
only  one  of  three  products 
launched  last  year.  The  com- 
pany also  introduced  the  Big 
King,  a product  to  rival  the 
Big  Mac  but  with  75  per  cent 
more  beef.  And,  to  attract 
more  breakfast  customers,  it 
launched  dni-nunls  - gmaii 
hot  cinnamon  rolls  sold  with 
a pot  of  icing  for  dipping. 
“There’s  plenty  more  in 
the  pipeline,”  says  Mr 
Malamatinas. 

The  other  great  driver  of 
growth  is  expansion  outside 
the  US,  where  the  company 
has  only  2^00  restaurants, 
compared  with  more  than 
10,000  in  the  McDonald's 
chain.  Latin  America  has 
been  identified  as  a priority 
area  for  expansion,  as  Is 
Europe,  where  Burger  King 
was  forced  to  retrench  two 
years  ago  - withdrawing 
from  France  and  focusing  on 
the  UK,  Germany  and  Spain. 

Mr  Malamatinas  says 
retrenchment  was  necessary 
to  concentrate  on  a limited 
number  of  markets  and  to 
get  the  marketing  right 

"We  focused  on  three  mar- 
kets instead  of  being  all  over 
the  place.  And  we  invested 
in  advertising.  I’ve  never 
seen  a brand  that’s  more 
responsive  to  advertising; 
you  put  your  ad  on  the  air 
on  Monday  and  you  can 
see  sales  climbing  on 
Wednesday.” 

He  spends  70  per  cent  of 
his  time  travelling,  pushing 
his  managers  and  fran- 
chisees to  improve  the  ser- 
vice in  the  restaurants.  "You 
can't  build  a global  business 
by  sitting  in  an  ivory  tower 
writing  memos." 

That  inevitably  means  see- 
ing less  of  his  family,  a cos- 
mopolitan unit  that  has  fol- 
lowed him  around  eight 
countries.  The  son  of  Greek 
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parents,  he  was  bom  in  Tan- 
zania and  educated  in  the 
US.  IBs  wife  is  Dutch  and 
his  two  children  were  bam' 
in  Switzerland. 

"We  speak  English  at 
home,  but  with  four  different 
accents,"  he  says.  He  makes 
up  for  his  absences  by  tak- 
ing frequent  holidays, 
playing  tennis  with  his  son 
and  perfecting  his  karate  - 
he  is  a black  belt 

Mr  Malamatinas  has  been 
in  mnrkftting  since  complet- 
ing his  university  education 
in  Chicago.  He  started  his 
career  with  Procter  & Gam- 
ble, working  on  products 
such  as  Pampers  disposable 
nappies.  Head  & Shoulders 
shampoo  and  Crest  tooth- 
paste. 

He  moved  to  PepsiCo  in 
1986,  becoming  chief  execu- 
tive of  the  soft  drink  group's 
Italian  operation  at  32.  Then 
In  1989  he  joined  Grand  Met- 


ropolitan, one  of  the  two 
companies  that  merged  in 
1997  to  form  Diageo,  as  man- 
aging director  of  Metaza,  the 
Greek  brandy. 

It  gave  me  global  respon- 
sibility for  the  brand,  integ- 
rating the  formerly  family- 
owned  business  into  Grand- 
Met.  It  was  also  my  first 
chance  to  live  and  work  in 
Greece." 

That  chance  lasted  less 
than  two  years,  however, 
and  he  was  soon  on  his  way 
to  Connecticut  to  run  the 
Smirnoff  operation,  responsi- 
ble for  the  world’s  leading 
vodka  and  the  second  big^ 
gest-seBing  spirit  brand.  . In 
1995  he  became  head  of 
GrandMet’s  Asia-Pacific 
spirits  operation  before  mov- 
ing to  Burger  King  in  2997, 
shortly  before  the  Diageo 
merger. 

The  merger  has  been  crit- 
icised .for.  bringing  together 


«me  MoDonalfe,  wB  get  it  right* 

diverse  businesses  with  little 
overlap  in  products,  from 
the  Pfflsbury  US  food  com- 
pany -to  Guinness,  the 
brewer.  Mr . Malamatinas 
says  -there  r-^re  synergies: 
PUlsbury  developed  Cini- 
minis  for  Burger  King,  for 

grampla 

But  he  believes  the  need  to 
justify  retaining  diverse 
businesses  In  a single  group 
can  be.  overdone.  Look  at 
Jack  Welch's  General  Elec- 
tric, he  says:  "What  are 
the  synergies  between 
light  bulbs  and  airplane 
engines? 

“It’s  all  about  people,  lead- 
ership. strategy  and  culture 
- and  it*s  about  brands. 
Moving,  from  Smirnoff  to 
Burger  King  was  just 
another  brand.  - 

"If  Diageo  can  create  the 
sort  of  culture  that  breeds  . 
leaders  with  a brand  market- 
ing mindset, -it  -will  grow."- 


Jason  Orton 


Last  year  he  was  put  i?,/ 
charge'  of  Diageo’s  overa!:«' 
brand  management  respon  d 
stole  for  developing  market- 
ing, excellence  and  sharing 
best  practice. 

If  he  does  end  up  in  the 
top  job  next  year,  will  he 
retain  Buiger  King  as  part  of 
Diageo?  Rumours  of  a flota- 
tion repeatedly  surface  - 
although  a McKlnsey  study 
two  years  ago  suggested 
retaining  the  chain  uas  a 
better  option  in  terms  of 
shareholder  value. 

“Burger  King  is  doing 
well,  the  brand  is  in  good 
shape  and  continuing  to 
deliver  good  growth.”  says 
Mr  Malamatinas.  “No  com- 
pany in  its  right  mind  would 
give  up  a business  tbat  is 
doing  so  well. 

"Having  said  that.  I'm  a 
realist  1 tell  my  guys  you're  Jt 
only  as  good  as  your  results 
today."  . - «,i 


BRITANNIA 
BUILDING  SOCIETY 

Isncofapto£504«M)0t 
Floating  Rate  Notes 
Due  2005 

In  ■rmntonet  wtdi  Are  mm  nd 
roodMoni  of  to  Note*,  man  b 
hmtij  (bin  flat  Bar  to  fcoo  mxA 
Inca  Itriod  baa  (ad  tednding) 
2»  hmmt  1999  is  (Im  enfadbg) 
28di  Apti  1999  ih*  Note  1*3)  aar* 
an  of  itlacM  of  M7883  per  seal  pa 
annum.  Tb:  rdsvnn  lacm  Piyntan 
Dus  will  be  28&  April  1999.  Tto 
coupon  amaant  pet  ttjO«Un(U» 
Note  wffll*  05^7520  p^bkaffta 
nnrndn  o(  Cospaa  NaJ7. 

Royal  Bank  of  Canada 
Europe  Limited 


Republic  New  York 
Corporation 

U.S.$1 50,000,000 
Putable  Capital  Notes 
fior  the  six  RxxUft  period  Janawy 
29, 1999  » Jtfy  30. 1980  me 
Notes  wfl  cany  an  taerect  rate  of 
525%  per  annum  with  an 
interest  amount  of  US.S2S5.42 
per  U S-510,000  Nats  payabls 
on  July  30. 1999. 

Gfctatf  Agency  end  Tn*  Service*, 
d***,  HA.  London 
JmiumySS.  I9S9 

emBANW 


a&smooojioo 
Allied  Irish  Banks  Pte 

Pmmii— wrtaimfcjayttfc 

Subonfinated  Primary  Capital 
Perpetual  Floating  Rate  Notes 
In  aoconbnoa  at*  to  pwatdone  t* 
to  Noire,  nodes  taheraOy  given,  tol 
turtle  hen  moths  tare*  Period  j 
horn  Janwy  28,  1900  to  April  30. 
1998  to  Nates  *0  cany  an  Hereto 
Rato  o I SM  par  annum  His 
Were*  payabU  on  the  rotowrt 
Ware*  payment  data  Apr*  30, 
1989  agatat  Coupon  Not  5B  wfl  be  I 
LL8.  SI  39m  and  U.8.  KM75-S9  ! 
respectively  for  Notes  bi  dtnom- 
Mona  of  US.  510000  and  US. 
5250,000.  The  sum  «d  US.  5138U3 
be  payable  par  U&  510000  I 
fahdpal  airmail  of  RagMorad  Notre, 
i qrTkaamtMdbeM 


Jammy  29, 1999 


REPUBLIC  OF  AUSTRIA 

u&cmuwfuno 

Roriat  toe  Nocea  itae  300} 
in  accordance  nUi  [be  provtoon 
of  dw  Nnev  docks  b hereby  given 
dai  (be  fee  of  loaeroc  for  4c  tts 
soadi  period  ending  28  M;  1999  ha 
been  filed  at  350%  per  annum,  the 
imereti  accrnlng  for  mril  ax  monfli 
period  vIB  be  US.  523.14  pa  US. 
SUXI0  Bearer  Note,  nod  US.  S2SIJ9 
per  US  S 10000  Bearer  Note  ad 
US.  5013.89  per  US  5100000 
Bearer  Nor  on  28  Joly  1999  age bar 
prcraanooofCoopooNo.  13. 

Ap«  Bank 


Notice  to  Noteholders 

EUROPEAN  INVESTMENT  BANK 
DEM  2,724,464,000 

45  per  cent.  EURD-FuagSbie  Notes  doe  15  February,  8003 
ESP  80,000,000,000 

45  per  cent.  EURO-Ftmgible  Notes  due  15  February,  2003 
FRF  3^80,180,000 

45  par  cent.  EURO-Fmigible  Notes  due  15  February 2003 
FTL  1.000,000,000,000 

U per  cent,  EURO -Fungible  Notes  doe  15  February;  2018 
KhaTOttbioto 

Corrlgettlim  to  tha  aortas  Itte  'Mottes")  related  to  tbe  Note  brers  patfiAod 

Nodeo  is  hereby  given  to  the  Noteholders  to  road  the  fbCovrinR  provision  of  the 
Notices  as  Hon.  m accordance  with  the  lollla  Ud  wntfflinasotelw  Now  tame 


2 an  aroomil  of  Eli  BO  £L5l  shall  be  paid  on  IS  February,  1999  to  Iht-  hoidnr  in 
iwpeeiofrech  Note  ofDEH  im, 

u MMflnt  of  EURO  saei  Shan  be  paid  on  Ifi  FehraaQ-.  1999  to  tbr  htridcr  In 
rtapeet  of  KetearFXr  mm 

aa  araomr  d EURO  2SJS  ahsU  be  paid  w IS  Fehnary,  JOBS  to  ihe  Iwkia-  in 
respect  of  each  Note  of  ESP  100^00; 

re  moon  of  EURO  141J3  shall  be  paid  on  16  February,  1999  to  tin  holder  m 
nepecxofiudi  N«e  of  m.5iK»jiJ«t“ 

Aflodna-  le*maofthe  Notkw  itoB  imrenniiafiacutL 

Dated  29 January.  1999  


Financial  Times  Surveys 


Bulgaria 


Monday  March  8 


For  further  informotion. 
ple.ise  contxrt: 

EUo  Koleva  in  Sofia 
Tel:  -3S9  2 S64  533 
or  *359  2 9S1  0900 
Fox:  -359  2 93 J 2140 
email: 

adi.Yiintecli.bv. 

Ewa  PLaczck-Neve-j  in  London 
Tel:  *44  171  873  3725 
Fax:  *44  171  873  3934 
email: 

ew3.pUciek-neve54FT.com 

or  Annette  Pirkovie  in  Frankfurt 
Tel:  *49  69  156  85  163 
Fax:  *49  69  597  944  93 
email:  annettr.pirkovic^FT.com 
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Ns  FT.  no  comment. 


ECUSOOdOOJXW 
KfaijdoHt  ofBdgfann 

Flntthif;  Rate  Sou*  dm 2000 
Ft#  the  pnind  from  Juuibt  29,  1999  to 

April  30.  193U  UK  Notas  will  cany  an 

tonural  im  at  loom  per  annmo  wttb 
« ioterm  uaoonc  of  ECU  774.14  per 
ECU  lOOflOO.Vow. 

The  ndnrav  tatocat  payment  da*  «i0  be 
April  30,1996. 

Wot  Bab 

ft 

kwausBeanAt  f 


Welb  Fargo  & Company 

US$200,000,000 
Roaring  rate  aubordkated 
note*  due  2000 
U accordance  wttfa  the  provision] 
of  the  now  notice  It  hereby 
Sfrenthacfereha  lnarest 
period  29  ^ramry  1999  to  76 
Februtry  1 999  the  nonet  wS 
cany  an  taareR  ram  of  S25X 
per  annum.  Innerex  payable  on 
the  referent  tonrctc  payment 
■toe  26  February  1999  wtit 
amomK  to  US54083  per 
U55IQDOO  mu  and  USS2M.IS 
per  LBJS0JXX5  now. 

Oobal  Agency  and  Tnat  Sarricw, 
CKtoi*.MA,  London 
29  jamary  1999 

cmBAMor 


Repubflc  erf  Croatia 

! Floating  Rate  AmortWng 
Bonds  (the ‘BondsT)  Soles  B 
Due  31  July  2006 

Notice  is  hereby  given  twr  ihe 
Rate  of  merest  has  bean  End 
at  5,8125%  and  that  tire  Merest 
payable  on  the  relevant  (merest 
Payment  Date  July  30, 1989 
against  Coupon  No.  6 wfl  be 
US53&01  fci  respect  of 
USS88S.11  narihaloftfie  Notes. 
Gtotel  Agency  and  Tnmt  Services, 
Cator*.  N*.  London 
Jammty23. 199B 

CfTIBANCOr 


Republic  of  Croatia 

floating  Fiats  Amortising 
i Bonds  (Vie ‘Bonder)  Series  A ' 
Due  31  Jbty20l0 
Notice  Is  tierebygiwan  (hat  the  i 
Raa  of  kuereet  Has  been  find  | 
as  531 29%  and  that  (he  Werest  i 
i payable  on  the  relevant  Mbtm 
| P^ment  Dare  July  30, 1899 
sgahst  Cotoon  No.  6 be 
US5S83S  In  resoect  of 
US51.000  nominal  d the  Notes, 

| Octal  Agency  and  That  Sanlnaa, 
CtterttNA  London 
JmvmySS,  IS89 

cmBANW 


JUPITER  TYNDALL  GLOBAL  FUND,  SICAV 

BqWtWl  Office:  Lmcmnboarg,  13,  roe  Goetim 
8.C  LMemlwmrg  B 34  993 

DIVIDEND  NOTICE 


OI  record  <m  II  tammy  IW  poyabte  un  i 
freed  et  4 ndend  » trim  22  tmuay  1 W 


Par  JretaTreddl  Cfcfaalftad 
B— *<fB«reiBdi  OafihtmtSA. 
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JUDY  DEMPSEY 

FILE  FROM  JERUSALEM 


Holy  Land  deserves 
better  treatment 


Environmentalists  are  warning  that  the  Israelis,  who  have  long 
regarded  their  land  as  precious,  are  damaging  it  through  neglect 


Over  the  next  few  days, 
many  Jewish  school  children 
will  spend  more  time 
outdoors  than  in  the 
classroom.  Despite  the  cold, 
they  will  he  planting  trees  to 
celebrate  Tu  B’Sbvat,  the 
Jewish  festival  dedicated  to 
cultivating  the  soil  and 
growing  plants. 

The  festival  is  also  about 
caring  for  the  land.  But  as 
the  small  band  of  Israeli 
environmentalists  have 
repeatedly  warned,  the  next 
generation  of  children  will 
have  neither  fertile  land  nor 
good  health  if  society  does 
not  wake  up  to  how  the 
environment  is  being 
neglected. 

The  statistics  make  grim 
reading.  More  than  half  of 
all  untreated  industrial 
waste,  including  poisonous 
heavy  metals  and  salts, 
flows  directly  into  the 
environment,  damaging 
underground  aquifers,  rivers 
and  streams.  ' 

The  remainder  flows  into 
the  sewerage  system  where 
it  is  either  directed  to 
purification  plants  or 
dumping  sites. 

A recent  Israeli  study 
showed  how  pollution  from 
diesel  engines  used  in  buses, 
trucks  and  taxis,  is 
responsible  for  the  deaths  of 
300  people  a year.  And  that 
is  only  in  the  Tel  Aviv  area. 
After  taking  into  account 
lost  work  hours  and  hospital 
bins,  the  total  health  costs  of 
such  particle  pollution  is 
$600m  (£36&6m)  a year. 

In  middle-class 
neighbourhoods  in 
Jerusalem  or  Tel  Aviv, 
where  you  might  expect 
recent  immigrants  from  the 
US,  Britain  and  Europe  to  be 
environmentally  conscious, 
there  are  no  recycling  bins 
for  bottles,  cans,  plastics  or 
batteries.  The  1.8kg  of  solid  - 
waste  produced  by  Israeli 
households  each  day,  the  - 
equivalent  of  3J5m  tonnes  a 
year  - and  growing  by 


between  4 per  cent  to  5 per 
cent  a year  - is  dumped.  ' 
untreated,  into  landfills. 

Nehama  Ronen,  outgoing 
director-general  of  the 
environment  ministry,  has 
been  waging  a battle  with 
local  authorities  to  dose 
illegal  sites.  This  month  she 
decided  to  leave  her  job  to ' 
head  a new  ecology  party  - 
Voice  of  the  Environment  - 
and  run  in  May’s  elections. 

In  the  past  few  years  she  • 
says  she  has  managed  to 
close  400.  such,  dumps,  but, 
she  adds,  at  least  another 
150  are  still  operating 
illegally. 

With  an  annual  budget  of 
ShklOOm  (£23 .5m)  - almost 
half  the  amount  allocated  for 
the  running  of  the  prime 
minister’s  office  - Ms  Ronen 
has  had  to  focus  on  other 
issues,  such  as  pressing  for  a 
more  efficient  and  cleaner 
public  transportation  system 
and  educating  children  to 
care  for  the  environment 

She  may  have  been 
fighting  a losing  battle.  The 
powerful  construction  and 
road  lobbies,  backed  by  the 


government,  are  determined 
to  build  the  Trans-Israel 
Highway.  This  road,  say 
environmentalists,  will 
mean  digging  up  the 
landscape,  confiscating  land, 
while  more  cars  - Israel’s 
roads  are  already  choked  - 
will  create  more  pollution. 

Even  education  in 
environmental  studies  is 
under  threat  - by  the 
education  ministry.  It  wants 
to  demote  such  studies  in 
the  schools’  matriculation, 
or  university  entrance 
exams.  Yiftah  Kramer, 
spokesman  for  the 
environment  ministry,  said 
there  was  no  doubt  tbat  in 
the  long  term  this  would 
result  in  the  younger 
generation  being  less  aware 
of  environmental  problems. 

Since  taking  office  in  May 
1996.  Ms  Ronen  bad  put 
aside  about  Shk2m  of  her 
annual  budget  to  make 
environmental  programme 
for  Channel  6.  the  children's 
television  channel  “ft  will 
be  wasted  if  the  schools  are 
forced  to  abandon 
environmental  studies 
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programmes,"  said  a 
ministry  official. 

What  is  extraordinary 
about  how  the  environment 
is  treated  in  Israel  is  that  It 
goes  against  everything 
successive  Israeli 
governments  have  stood  for. 
The  Zionist  experiment  was 
about  reclaiming,  cultivating 
and  caring  for  the  land.  The 
Israeli  Antiquities  Authority 
is  as  active  as  ever, 
initiating  archaeological  digs 
to  discover  and  prove  that 
Jews  lived  on  the  land  more 
than  2,000  years  ago. 

But  for  all  the  religious, 
political  and  cultural 
attention  laid  to  “Eretz 
Israel"  - the  Biblical 
homeland  of  the  Jews  - the 
paradox  is  that,  in  tFip  view 

of  environmentalists.  Israelis 
^edateoying  ^ tiny  piece 
of  land  that  they  claim  is 
sacred  and  precious. 

Israelis  offer  many 
explanations  for  their 
neglect  of  the  environment 
They  say  they  have  more  ‘ 
pressing  priorities,  such  as 
the  security  issue  and  the 
conflict  with  the 
Palestinians 

In  terms  of  economic  and 
social  development,  they  sav 
they  riiould  not  be  compared 
with  Europe  or  the  US  since 

their  country  lags  several 
years  behind  the  developed 

Statistics  ten  another 
story.kreeVs  gross  domestic 
product  per  capita  is  just  as 
high  as  some  European 
SS??6?'  is  also  endowed 
with  an  innovative  high-tech 

mdugfry  that  can  coSte 

withitsuScounterpaS 

There  wiD  always  be  ' 

tackling  thfc 
Hmronmem,”  said  Ms 
Ronen. 

generate  a debate  on  how 
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EURO  PRICES 


EQUITIES 


Volvo  gives  Europe  feeling  of  security 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 


EUROPEANOVERyiEW 

By  Bertrand  Benoit 

Fresh  merger  news,  strong 
economic  figures  from  the 
US  and  a rising  dollar  sent 
most  European  markets 
sharply  higher  yesterday 
despite  lingering  concerns 
about  instability  in  emerging 
markets  and  gloomy  eco- 
nomic prospects  at  home. 
Early  confirmation  that 

FTSEBftrclDO 
Index.  . 


Volvo  was  going  to  sell  its 
car  division  to  Ford  lifted 
the  automobile  sector  right 
from  the  outset 

The  share  price  gains  later 
extended  to  other  sections  of 
the  markets  on  optimism 
that  the  dollar's  strength 
against  the  euro  would  prop 
up  struggling  European 
exporters. 

Wall  Street's  50-point  gain 
in  early  trading  and  a batch 
of  robust  economic  figures 


from  the  US  sustained  the 
relatively  bullish  mood. 

The  US  Labour  Depart- 
ment said  the  employment 
cost  index  bad  risen  a mere 
0.7  per  cent  in  the  fourth 
quarter  of  1996,  against  l per 
cent  in  the  previous  quarter. 
Meanwhile,  demand  for 
durable  goods  and  industrial 
machinery  rose  faster  than 
anticipated  in  December, 
suggesting  despite  a boom- 
ing economy  that  higher 


inflation  and  interest  rates 
were  not  on  the  cards. 

“These  were  superb  fig- 
ures,” said  James  Cornish  at 
BT  Alex  Brown  of  the 
reports  that  eclipsed  a warn- 
ing by  US  Federal  Reserve 
chairman  Alan  Greenspan 
about  the  fragility  of  inter- 
net shares  and  dangers 
of  the  plans  of  President  BUI 
Clinton  to  invest  part  of  the 
social  security  budget  in 
equities. 
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■ THBEE  MOUTH  HHIBOB  HfllBES  (LFFEJ  Elm  100-nB 


4' 


Odcp 

97jH5-/ 

SaUpnca 

Ota 

Htfi 

Low 

EsL  w* 

Open  it 

Mar 

97JE0 

+OD10 

97.025 

97J7I0 

■mttn 

75718 

Jw 

87.185 

97.185 

+0J105 

87.180 

97.155 

23385 

B2461 

Sip 

97515 

97505 

- 

97J25 

97.195 

16708 

44908 

Dec 

96970 

96.965 

- 

86J80 

96BS 

8683 

59884 

■ HUE  MOUTH  BIRD  LBOR  FUTURES  (LFFE)  Elm  100- 

rata 

Opon 

Sail  price 

Change 

(tigb 

Low 

EsL  wl 

Open  W. 

iMar 

97B15 

97JJZ0 

+OD1Q 

<n  m 

97 BIO 

3442 

188273 

|Jun 

Bop 

97.1B5 

97.166 

+DL005 

97.175 

97.155 

6605 

139046 

97310 

07^05 

. 

B722D 

97200 

7D54 

130242 

Dec 

96375 

96.965 

- 

96B75 

9&960 

3434 

102371 
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“But  markets  will  come 
down,"  Mr  Cornish  said.  “We 
expect  a 5 per  cent  drop  in 
company  earnings  this  year, 
as  well  as  bad  figures  for 
Germany  and  France's  first- 
quarter  GDP  reports.” 

The  FTSE  Eurotop  300 
index  rose  16.66  to  1,207.75. 
while  the  FTSE  Eurotop  100 
gained  41.03  to  2,770.22.  The 
FTSE  Ebloc  index  of  leading 
stocks  in  the  euro-rone  set- 
tled 17.49  higher  at  1J)  18.42. 

French  carmakers  were 
seen  as  the  main  bid  targets 
following  the  Volvo/Ford 
deal.  German  companies  are 
among  the  principal  drivers 
of  restructuring.  Peugeot 
was  up  €8  to  €14580.  while 
Renault  gained  €3.30  to 
€45.12.  BMW  remained 
unchanged  at  €610  and 
DaimJerChrysler  closed  40 
cents  higher  at  €90.40. 

Ericsson  was  up  €2  to 
€23.75,  after  reporting  full- 
year  results  in  line  with 
expectations. 
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European  Investment  Bank 


US$250,000000 
Honing  ran  notes  due 
January  2003 

Notice  is  hereby  jjxen  that 
the  notes  will  bear  Interest 
K5J)XperanciisT)  from  29 
January  1999  to  30Jidy  1999. 
Interest:  payable  on  30  joljr  1999 
wffl  Bmouw  to  USS 1 26J9  per 
US$5,000  note  and  US$2.527.78 
per  LBS  100,000  note. 


Qoba]  Agency  and  Tran  Services, 
CTOmiifc.  N A.  London 
29  January  1999 

CfUBANi&j 


NOTICE  TO  BOND  AND  NOTE  HOLDERS 

Notice  is  hereby  given  for  the  foOowmg  issues  tbar  Fiscal  Agent  / Principal  Payiag  Apeni  / Asm*  Bank  have  dunsni  liwn  Hie  Long 
Terra  Citdn  Bank  of  Japan.  Limited  (London  Branch)  ® The  Indnstrial  Bank  of  Japan  iLtucmbmupl  6A.  6 Rue  Jean  Moaner.  P.O. 
Bm  68.  L-2010  Lmembomf  Tei  (352)421617-1  Fax  1352) -U16l7-l88AWi9  Telex  l289IBJl^l^eHeaive1hinia»*J3naarj  IW. 

I)  The  faukrariol  Bank  oi  Japan  iLtucmbompi  SA.  is  appointed  as  die  AftoiL  TV  Industrial  Bank  of  Japan.  Limned  iLonioQ 
Branch  i is  formed  as  die  Paying.  Repbcemem  and  Process  Agent: 
ftomuofa  Strrl  Ctvponmtm  JPY  30.000.000^00  7-15  prrc&tt  Bvnth  due  19 W 

2i  The  Industrial  Bank  of  Japam  iLwwmbcmpi  5 A.  is  appoimed  as  dx  ApenL  The  lndnsmal  Bank  of  Japan.  Limned  (London 
Brandi  1 i>  appaimed  as  die  Process  Apcnc 

Japan  Elrclrvmc  Cenpuler  Co-  Ltd.  USD  &\OOOXH)0  Guarantenl  FixeJ/Finame  Rare  Nntn  dot  XOO 
3)  The  Imhmrial  Bank  of  Japan  (Luxembourg)  SJL  is  appoimed  as  die  Fatal  and  Replacement  Agent  The  Industnal  Bank  of 
Japs,  Lmdbsd  (Londoa  Bruchl « appointed  as  (he  Paying  Apenc 
&suanu>  Meud  hubatnee.  Ltd.  1PV  MUmtmj0007Kprrem  B*ndM  due  20QI 
Etasat  29*  January  1 999 /The  industrial  Bank  of  Japan  (Luumbow&)  SA 

Notice  is  hertfry  girai  fer  dr  foDpirtng  issues  da)  Fiscal  Agent  / Principal  Pajiap  af3an  lAgatt  Bank/  RepUrmcm  Agem Process 
Agera  have  changed  from  The  Long  Ten"  Credit  Bank  of  Japan.  Limned  ( London  Brandi  i to  The  Industrial  Bank  of  Japan.  Limited 
(London  Branch'.  Bracken  Home.  Oat  Friday-  Sow.  London  EC4M  SJA  effective  from  29*  January  1999. 

|1  The  Industrial  Bards  of  Japan  Limited.  (London  Bronchi  is  appointed  as  die  Focal  Agon.  Principal  Paying  Agent,  Replacement 
Agent  and  Process  Agcnc 

All  ,Vi ppim  Airway i Oi,  Lid.  USD  100.000.d00  ‘‘Vi  percent.  Guaranteed  Keen  due  1997 
All  Mpptm  Amtms  Ox,  Lnl  USD  100.000,000  9V.per  rent.  Nam  due  2000 
21  The  Industrial  Bank  of  Japan.  Limiied  fixation  Branch)  n opprinted  k the  Process  AS*fl£ 

Fooruwi  Equw  Corporation  USD  20.000.000  Guanaared  Fhvmng  Rale  Nam  due  2001 
JwtfHvet  Intrmantmat  Corporation  USD  20.000.000  Guaranteed  Floating  Rale  Notes  due  2MI 
Fneuvrt  Construction  Cerporantm  USD  20000000  Guaranteed  Finning  Rare  Natel  due  2001 
Nakaua  Co-  led.  USD  10,000.000  Guaranteed  Floating  Rate  Nates  due  2001 
Gtfu  Plante  bubany  Co..  Ltd.  USD  10,001000  Guaranteed  Floating  Rate  Notes  due  2002 
Marta  Concrete  Industry  LhL  USD  10.00X000  Guaranteed  FJnomiff  Rare , Voter  due  2001 
Dainippau  Screen  UFG  Ca.  Ltd.  JPY  5.0O0JXUXQ00  Floating  Rate  Notes  due  2002 
Kmhimbara  Panning  HivLt  Co.  Ltd.  USD  10.000.000  Gtamtntenf  Floating  Rate  Notes  due  2001 

Sapporo  harmauonal  Europe  B.  V {farmer  Sapfwm  Finance  International  B.Y.lJPl'SMO.000,000  2.2Q  prr  cent  Notes  dor  2000 
MO  Co.  Ltd.  USD  20000.000  Guaranteed  Floating  Aw  .Voter  dor  2000 
l.G.  Fogy o Co - Lid.  USD  10,000,000  Guaranteed  Floating  Rale  Notes  due  2000 
Katobtjaya  Co..  Ltd  USD  6O.0tXK000  Guarantee,/  Floating  Rate  Notes  doe  2002 
Kre.tbuhxa  Co.  Ltd  USD  20.000000  Guaranteed  Floating  Rate  Nates  due  2002 
Nooce  is  berdiy  given  (or  the  following  issue  ihal.  The  Internal  Bank  of  Japan.  Landed  (London  Branch)  rs  ^pomsed  as  the  Paying 
Apsat  effective  from  I- January  1999: 

Hokurika  Electric  Power  Company  USD  300.000.000  7 per  rent.  Nam  due  2001 
Dated:  29-  January  1999/ The  Indnstrial  Bank  of  Japan.  Limited  (London  Brandi) 


National  Bank  of  Hungary 
U.S.$100,000,000 
Floating  Rate  Notes  due  2000 

Pursuant  to  Now  eonditiona,  notice  is  hereby  given  tint  hr  the  imerea 
period  2Bth  January.  1999  tn  30th  July.  1999  (182  days],  (he  lo Hawing 
mierest  rata  wffl  raw: 

15  Year  Long-Term  Notes 
(Ctww(ta29 

Bme  per  annum-  5 BfSt 
Amwwnl  |wrrw^iwr11-*^Mli  M 

Payable  ok  30th  July.  1999 


1XCB 


The  Loay-TWm  Credit  Bunk  of  Japan,  LMtad 

London  Brandi 
Agent  Bmk 


NffUCE.QF.NEVy,  CONVEBfflDN.  PRICE 

To  the  Holders  of 

CHEILJEDANG  CORPORATION 

(formerly  CHEIL  FOODS  A CHEMICALS  INC.) 
USD  30,000,000100 
3X  Convertible  Bonds  due  2006 

NOTICE  ShBBTGIWSN  ® the  helden  drat,  an  route  of  die  Issue  by  the 
Company  etf  747J55  onftury  duns  of  the  company  punum  to  the  Campanyit 
Bond  of  Dkwon  resolution  passed  on  Dumaimr  9 1998,  and  tubjas  w Bnti 
approval  of  the  fmoral  tiaroholderi  « a tioraiiddars'  meedng  » ha  hsid  hi 
rtanh  12  I999.dwadsnnc  Converatto  Price  par  dare  of  Non-voting  sharmof 
tin  Company  has.  pursuant  to  the  grovUnM  of  the  That  Ooed  eanstiiirting  the 
Bonds,  boon  w%*ad  from  KRUVI6359  ta  KRWI4BB5  wttii  effect  tan 
Jwnswy  1 1999.  


CHEILJEDANG  CORPORATION 
Bya  Citibank,  MA. 
as  Prkidpal  Pa/fnf  Agent,  tutd 
Corwu  star  Agere 


Damt  29  ^nuwy;  1999 


KB  IFIMA  N.V. 

KB  Internationale  FkiameringsmaatschapM  N.V. 

USS  150000^)00 

Guaranteed  Floating  Rate  Notes  due  2011 

In  accordance  with  the  Description  of  the  Notes,  notice  is 
hereby  given  that  for  the  Interest  Period  from  January  29, 
1999  to  April  30, 1999  the  Notes  will  cany  an  Interest  Rate 
of  5.025%  per  annum. 

The  Interest  Amount  payable  on  the  relevant  Interest  Pay- 
ment Date.  Apnl  30, 1999  against  coupon  N°  52  will  be 
USS  127.02  per  USS  10,000 

principal  amount  of  Note  s'  7,18  'kwnr  Ban* 

and  USS 3,1 75.52  per  / rr/^'fl\  KntBfftbsnls 

USS  250.000  principal  Luxambourg 

amount  of  Note.  v£l’'  'if 


cmcoRPO 


U.S.$350, 000,000 

Subordinated  Floating  Rate  Notes  Due  November  27. 2035 

Notice  is  hereby  giwn  ttiel  the  Rata  of  Imarast  has  baan  bad  m 
5.0375%  in  respect  Of  the  Orignsi  Notes  and  5.125%  m respect  Of 
Bib  Enhancement  Notes,  and  that  the  Interest  payable  on  Ihs 
retavam  tntemst  Payment  CHa  February  26. 1 999  agatnsi  Coupon 
No.  160  In  rasped  of  USS1&0X  nominal  □!  the  NoaswVl  tie 
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Subortfinated  Floaikig  Rate  Notes  Due  October  25, 2005 
Notice  is  hereby  given  ihat  the  Rats  of  ktieraot  has  been  fbeod  at 
510375%  and  that  the  Interest  payable  on  the  relevant  Intareat 
Psymenl  Dale  February  2B.  1998  against  Coupon  No.  161  fai  respect 
of  USS1OJJ00  nominal  of  the  Notes  be  USS39.1B. 
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INTERNATIONAL  CAPITAL  MARKETS 


Moody’s 
defends 
ratings 
on  Japan 

By  Jufle  Hess  &i  Tokyo 


Moody's  Investors  Service, 
the  credit  rating  agency,  yes- 
terday defended  its  ratings 
policy  and  record  in  Japan. 

Vincent  Truglia,  Tnswn^ng 
director  in  New  York,  and 
Masaharu  Kakutani,  repre- 
sentative director  in  Tokyo, 
tried  to  justify  Moody's  deci- 
sion to  downgrade  Japan's 
sovereign  rating  to  Aal  from 
Aaa  in  November. 

Mr  Truglia  admitted 
Moody's  downgrading 
been  criticised  on  all  sides. 
American  and  European 
investors  thought  the  rating 
was  still  too  high  and  many 
Japanese  regarded  it  as  too 
low,  leading  Mr  Truglia  to 
the  conclusion  that  "we 
probably  got  it  right". 

He  explained:  “Japan's 
debt-to-GDF  level  Is  110  per 
cent,  which  is  now  higher 
than  Canada's  and  close  to 
Italy’s  level" 

Moreover,  the  Japanese 
government  forecast  a rise 
in  debt  to  140  per  cent  of 
GDP  over  the  next  few  years, 
a record  level  for  an  indus- 
trialised nation. 

The  rating  also  took  Into 
account  Japan's  contingent 
liabilities,  which  were  seen 
as  substantial  The  fiscal 
investment  loan  programme 
embedded  losses  were  likely 
to  make  up  10  per  cent  of 
GDP  and  public  funds 
injected  to  the  ailing  bank- 
ing sector  were  estimated  to 
amount  to  15  to  20  per  cent 
of  GDP. 

Another  serious  medium- 
term  problem  was  the  huge 
public  pension  liabilities, 
which  would  have  to  be 
funded  in  the  future. 

Moody's  also  strongly, 
rejected  the  suspicion  that  it 
was  quietly  favouring  the  US 
over  Japan  by  being  less 
critical  towards  its  “own" 
country. 


WORLD  BOND  PRICES 


DePfa  pfandbriefe  raise  €3bn 


NEWBSUES  

By  Ktozera  Merchant 

DePfa  Bank  yesterday 
launched  the  largest  single 
euro-de  nominated  global 
pfandbrlef  issue  since  the 
currency  was  unveiled  ear- 
lier this  month. 

The  10-year  €3bn  bond  is 
the  latest  in  a string  of  large 
Issues  by  German  institu- 
tions and  a sign  of  the  grow- 
ing internationalisation  of  a 
uniquely  German  market 

The  jumbo  pfandhriaf  mar- 
ket is  the  biggest  non- 
government sector  of  the 
euro-zone  capital  market  and 
is  forecast  to  grow  by  35  to 
50  per  cent  this  year,  said 
Morgan  Stanley  Dean  Witter, 
co-lead  manager  with  Com- 
merzbank. 

DeFfo  is  the  largest  pfand- 
brlef Issuer,  with  outstand- 
ing Issuance  of  €24bn  before 
yesterday's  offering.  The 
bond  will  be  priced  today  at 
an  indicated  35  basis  points 
over  the  10-year  bund. 

Mass  Transit  Railway  Cor- 
poration, the  quasi-govern- 
ment rail  operates:  in  Hong 
Kong,  launched  the  first  big 
corporate  bond  by  an  Asian 
borrower  in  more  than  two 
years.  The  10-year  issue  was 
raised  from  S500m  to  $750m 
due  to  strong  Investor 
demand;  40  per  cent  was  sold 
in  the  US. 


New  international  bond  issues 
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This  is  MTRC's  first  global 
bond  and,  but  for  some  small 
private  placements,  also  its 
first  visit  to  the  global  capi- 
tal markets  since  1995.  Since 
then  SOme  Of  its  financing 
needs  have  been  met  by  rev- 
enues from  its  property 
interests,  which  provide  3 
per  cent  of  total  profits. 

MTRC  has  a borrowing 
programme  of  $1.5bn  a year 
over  the  next  four  years.  Its 
new  bond  does  not  carry  a 
guarantee,  unlike  a recent 


EGAT  issue  in  Thailand, 
which  was  enhanced  by  a 
World  Bank  guarantee. 

Yesterday’s  bond  was 
priced  to  yield  287‘A  basis 
points  over  the  relevant  US 
Treasury  and  traded  in- 
WIllis  Corroon,  the  third 
biggest  insurance  broker  in 
the  world,  issued  a $550m 
high-yield  bond,  the  first  sig- 
nificant European  high-yield 
issue  of  the  year. 

The  money  will  be  used  to 
refinance  a loan  taken  by 


Kohlberg  Kravis  Roberts,  the 
leveraged  buy-out  special- 
ists, to  buy  the  broker  for 
£885m  last  year.  The  bond 
was  priced  to  yield  432  basis 
points  over  Treasuries. 

Bankers  hoping  for  a 
revival  in  the  European 
high-yield  market  were 
cheered  because  18  per  cent 
of  the  paper  was  sold  in 
Europe,  where  issuance  of 
sub-investment  grade  paper 
stopped  after  Russia's 
default  last  year. 


Europe  flat,  Treasuries  mixed 


BENCHMARK  BONDS 


By  Bertrand  Benoit  In  London 
and  John  Labate  in  New  Yorfc 


European  bond  markets 
ended  flat  and  US  Treasuries 
were  mixed  in  midday  trad- 
ing, after  the  release  of  a 
favourable  employment  cost 
index  report 

By  early  afternoon  the 
30-year  US  Treasury,  the 
benchmark  for  long-term 
interest  rates,  was  up  £ to 


BENCHMARK  GOVERNMENT  BONDS 
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10  YEAR  BENCHMARK  SPREADS 
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1018.  yielding  5.120  per  cent 
Two-year  notea  Ml  £ to  99g, 
yielding  4.583  per  cent. 

“We're  probably  going  to 
have  this  kind  of  range 
bound  market  for  a while," 
said  Ken  Fan.  US  bond  strat- 
egist at  Paribas  Capital  Mar- 
kets in  New  York.  “With  the 
Fed  on  hold  no  one's  even 
talking  about  the  FOMC 
meeting  next  week." 

Labour  wage,  salary,  and 
compensation  costs,  mea- 
sured by  the  quarterly  SCI 


report,  rose  by  0.7  per  cent 
in  the  fourth  quarter,  a more 
modest  rise  than  analysts 
had  expected. 

European  bond  markets 
lacked  direction.  The  10-year 
German  bond  future  foil  0.05 
to  117.70.  Analysts  said  Ger- 
man, Italian  and  Belgium 
bond  auctions  this  week 
showed  a healthy  appetite 
for  euro-zone  bonds,  but 
investors  were  unwilling  to 
take  new  positions  in  the 
absence  of  fresh  news. 


BOND  FUTURES  AND  OPTIONS 

Ranee 

■ mmoaoLarao  bqwd  nmag  mwij  ci  00,000 


The  March  10-yaar  UK  gilt 
fixture  was  little  changed  for 
the  third  day  running.  Ml- 
ing  0.08  to  120.03.  Investors 
are  now  focusing  on  next 
week’s  meeting  of  the  mone- 
tary policy  committee  of  the 
Rank  of  England,  which  will 
decide  whether  to  cut  rales. 

“I  think  the  MPC  could  cut 
rates  by  50  points,  and  that 
means  the  loss  of  interest  in 
gilts  creates  a buying  oppor- 
tunity," Glenn  Davies  at 
Credit  Lyonnais  said. 


US  CORPORATE  BONDS 


Project 
finance 
lending 
falls  11% 

By  Arkady  Ostrovsky  '• 


Global  project  finance 
lending  dropped  11  per  cent 
last  year  to  $66.4fm.  the  first 
time  the  growth  trend  has 
been  reversed  this  decade, 
according  to  research  by 
IFR's  Project  finance  Inter-. 

PFI,  which  publishes,  an 
annual  league  table  of  banks 
Involved  in  global  project 
finance,  said  the  foil  was  the 
result  of  the  melt-down  in 
the  Aslan  economy  and  the 
Russian  flnanrfxi  crisis. 

“What  marked  out  1998 
were  the  regional  shifts 
within  the  market,”  said  Rod 
Morrison,  the  editor  of  PFL 
This  trend  was  likely  to  con- 
tinue thiw  year,  be 

While  raising  capital  for 
infrastructure  projects  is 
still  relatively  easy  in  the 
developed  markets,  emerg- 
ing markets  are  suffering 
from  a loss  of  confidence  and 
find  it  difficult  to  raise 
funds.  “A  lot  of  time  has 
been  spent  already  on  sort- 
ing out  previous  loans  that 
have  run  into  problems,”  Mr 
Morrison  said.  ■ • 

Globally,  bank  lending 
dropped  16.3  per  cent  to 
$56.7bn  while  bond  issuance 
for  project  financing  rose  23 
per  cent  to  S9.9bn.  Bank 
lending  in  Asia-Pacific  fell  47 
per  cent  to  Jiobn.  while  lend- 
ing in  the  Americas  was  up 
61  per  cent  to  $25.lbn. 

The  US  power  sector 
attracted  most  project  finan- 
cing in  the  region  last  year 
and  is  expected  to  dominate 
the  market  this  year. 

In  Europe,  lending  fell  84 
per  cent  to  $lR8bn  largely 
due  to  the  Russian  default, 
which  severed  Russian 
access  to  capital  - 

Chase  Manhattan  contin- 
ued to  lead  the  PFI  league 
table,  despite  a 40  per  cent 
drop  in  activity  last  year. 


Athens  bond 
market  to  be 


Greece  will  -make  & start 
«wt  month  oh  modernising 
trading  on  the  Athens  bond 
market,  urmd  riving  investor 
confidence  that  it  will 
become  .a  member  of  the 
euro-zone  in  2001- 

The  finance'  ministry 
wants  to  deepen  market 
liquidity  and  boost  second- 
ary trading  . in  Greek  bonds, 
which  is  still  at  low-levels  in 
spite  of  spectacular  price 
gams'  as  drachma  yields  con- 
verge towards  euro  yields. 

On  February  1,  the  central 
bank’s  electronic  bond  trad- 
ing system  will  open  to  trad- 
ing by  foreign  banks,  to  help 
achieve  a rapid  increase  in 
volume  and  to  improve 
transparency.  International 
investors  have  said  lack  of 
access  to  the  Bank  of  Greece 
system  is  a deterrent  to  join- 
ing the  market 

An  bond  market  in 
“repos"  — fixed-term  repur- 
chase agreements  — is  to  be 
launched  in  March,  a move 
likely  . to.  trigger  more 
inflows  Irom  international 
investors  that  have  been 
pouring  funds  into  drachma 
bonds  slnce  early  January. 

Bond  futures  will  be 
traded  from  May,  -when  the 
Athens  stock  exchange  is 
due  to  launch  a derivatives 
market  The  benchmark  10- 
year  bond  . would  become  the 
first-  futures  instrument, 
according  to  fmimra  minis- 
try officials. 

As  part  of  the  convergence 
effort  requiring  Greece  to 
bring  drachma  yields  in  line 
with  thd  euro  level  of  about 
3 per  cent  the  ffaaraa  minis- 
try has  increased  the  size  of 
seven  and  10-year  issues  at 
the  expense  of  short-term 
borrowing. 


INTERNATIONAL  BONDS 


This  .week's  lfryear  bond 
issue  raised  a record 
DrMObn  at  a weighted [aver- 
age yield  of  6.1  per  <*®t  *ar- 
rowing  the  spread  above 
bonds  to  245  basis  poWts- 

“Greece  is  following  ^ 
model  of  Italy,  where*  he 

bond  market  made  a spectac- 
ular take-off  as  soon  •*& 
investment  was  no  longer 
linked  to  physical  possession 
of  securities,"  said  Constan* 
tine  Boukos,  treasurer  at 
Eteva,  the  Athens  invest- 
ment bank. 

Nikos  Christodouiabis. 
deputy  finance  minister,  nas 
adopted  a cautious  approach 
to  developing  the  fledgling 
bond  market.  Greece  s 
record  of  volatile  interest 
rates  and  its  reliance  on 
issues  of  short-term  Trea- 
sury bills  to  finance  the 
large  public  debt  have  ham- 
pered its  growth. 

During  the  Russian  and 
Asian  crises  secondary  trad- 
ing  dried  up  as  most  primary 
dealers  from  Greek  banks 
withdrew  from  the  market. 

Analysts  said  Mr  Christo- 
doulakis’s  decision  to  add 
five  new  primary  dealers, 
including  Dutch  bank  ABN- 
Amffl  and  Italy's  San  Paolo 
di  Torino,  would  help  boost 
the  volume  of  secondary 
trading 

“These  are  encouraging 
moves  that  will  help  push 
down  interest  rates,  but 
more  - bas  to  be  done  to 
improve  liquidity."  said 
Christopher  Sardelis,  chief 
economist  at  Bank  of  Amer- 
ica in  Athens. 

Greek  hanks  hold  sizeable 
amounts  of  non-tradable 
bonds  issued  by  the  govern- 
ment on  special  terms, 
which  should  be  restruc- 
tured as  market  debt,  he 
said. 
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CURRENCIES  & MONEY 


Euro  troubled  by  dollar  surge 


MKRjBMT 

By  Honan  Gimbei 
and  Rfdard  Adams 
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Showing  no  signs  of  fatigue, 
the  dollar  continued  to  rise 
yesterday  to  its  strongest 
level  against  the  euro,  on  the 
back  of  a widening  perfor- 
mance gap  between  the  US 
and  euro-zone  economies. 

Healthy  figures  for  dura- 
ble goods  and  employment 
costs  In  the  US  helped  the 
dollar  gain  a further  0.8  of  a 
eurocent,  to  end  trading 
hours  in  London  at  €1.142. 

The  dollar  also  showed  a 
mixed  response  to  the  testi- 
mony of  Alan  Greenspan, 
the  chairman  of  the  US  cen- 
tral bank. 

Mr  Greenspan  told  a con- 
esslonal  committee  that 
the  US  could  not  remain  “an 
oasis  of  prosperity"  while 
the'  rest  of  the  world 
remained  "in  serious  trou- 
ble”. which  some  took  to 
lower  the  chances  of  an  eas- 
ing in  US  monetary  policy. 


But  the  equity  market 
gained  alter  his  testimony, 
which  also  served  to  help 
the  dollar  during  trading  in 
New  York. 

The  dollar  slightly  stron- 
ger against  the  yen,  gaining 
Y0.8  to  end  in  Europe  at 
YH6A  The  strength  of  the 
dollar  gave  a lift  to  sterling, 
which  ended  at  £0.693,  a gain 
of  a third  of  a cent. 

■ Some  analysts  are  con- 
vinced that  the  dollar  owes 
its  strength  not  so  much  to 
the  US  boom,  but  rather  to 
the  disappointment  over 
Europe's  economic  under- 
performance  in  recent 
months. 

"Before  the  launch  of  the 
single  currency,  markets 
were  betting  on  a strong 
euro,  based  on  the  expected 

■ POUND  IN  NEW  YORK 
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capital  inflows  and  the  shift 
in  currency  portfolios,  said 
Cameron  Crise,  currency 
strategist  at  Warburg  Dillon 
Read  in  London. 

“But  now  that  Europe 

faces  slowing  growth  and 
rising  unemployment,  the 
bets  are  off,"  Mr  Crise  said. 

Others  are  less  gloomy 
about  the  fate  of  the  euro- 
zone economy. 

Alison  Cottrell,  chief  Inter- 
national economist  at  Paine 
Webber  in  London,  said  the 
fundamentals  of  the  Euro- 
pean economies  have 
remained  largely  unchanged 
since  the  start  of  the  year. 

“What  caused  [yesterday’s] 
weakness  in  the  euro  was  a 
shift  in  Interest  rate  percep- 
tions. With  all  the  soft  data 
coming  out  of  Europe’s  core 
economies,  markets  are 
expecting  a cut  In  the  euro- 
zone interest  rate,”  said  Ms 
Cottrell. 

To  some  European  policy- 
makers,  a weaker  euro  may 
be  a blessing  in  disguise. 

“The  European  Central 
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US. 


Bank  won't  be  very  much 
against  a gradual  slide  in  the 
euro,  with  exporters  in  bad 
need  of  lower  exchange 
rate,”  said  Jeremy  Hawkins, 
chief  economist  at  Bank  of 
America  in  London. 

■ As  growth  in  the  euro- 
zone remains  sluggish,  the 
US  economy  remains  strong. 
“With  employment  costs 
down  and  durable  goods 


orders  up,  and  with  no  signs 
of  Inflation,  the  Goldilocks 
economy  is  alive  and  well," 
said  Mr  Hawkins. 

But  Fred  Bergsten,  the  US 
economist,  contested  the 
view  that  the  US  was  an 
“oasis  of  prosperity,"  in  a 
paper  to  be  presented  at  the 
annual  World  Economic 
Forum  in  Davos. 

He  said  he  expected  the 
dollar  to  weaken  sharply 
this  year,  owing  to  struc- 
tural and  cyclical  problems 
within  the  dollar's  domestic 
economy. 

"One  of  the  major  global 
economic  events  of  1999  is 
likely  to  be  a sharp  decline 
in  the  exchange  rate  of  the 
dollar,"  said  Mr  Bergsten. 

■ OTHER  CURRENCIES 
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He  said  that  fundamental 
equilibrium  exchange  rates, 
suggested  a rate  of  €l  to 
around  $1.25  and  $1.30  - 
around  20  per  cent  weaker 
than  its  current  exchange 
rate.  The  same  calculations 
suggested  a rate  of  Y1Q0 
against  the  yen. 

He  highlighted  the  widen- 
ing US  current  account  defi- 
cit, which  he  expects  to  rise 
to  about  S3O0bn,  equal  to  35 
per  cent  of  gross  domestic 
product. 

This  was  roughly  the  level 
reached  at  the  previous  peak 
in  the  mid-1980s  - “after 
which  the  dollar  fell  by  over 
50  per  cent  against  both  the 
mark  and  the  yen,"  be  said. 

But  not  everyone  agrees 
with  Mr  Bergsten 's  scenario. 

“The  Japanese  will  con- 
tinue pouring  money  into  US 
treasuries  because  of 
[Japan's]  persistent  current 
account  surplus  and  its  ridic- 
ulously low  interest  rates. 
They  are  sitting  on  a pile  of 
cash  and  they  need  to  put  it 
somewhere,”  said  Mr  Crise. 
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Copper  pays  price  of  expansion 


Stocks  are  near  record  levels  but  most  producers  seem  willing  , 
to  soldier  on,  even  though  they  are  starting  to  lose  money 


By  GBlfan  O’Connor 
Corespondent 


There  is  too  much  copper 
around.  Far  too  much.  Offi- 
cial warehouses  are  bulging 
with  the  stuff:  yesterday 
London  Metal-  Exchange 
stocks  were  just  3,400  tonnes 
short  of  the  197s  record  of 
645,300.  And  if  the  rumours 
are  right,  the  seas  are 
packed  with  ships  ferrying 
yet  more  of  the  red  metal  * 
from  Chile  to  Europe. 

The  cause  of  the  surplus  Is 
simple  enough.  Double-digit 
growth  in  Asian  demand  in 
the  mid-1950s,  accompanied 
by  soaring  metal  prices, 
encouraged  copper*  miners  to 
expand.  And  when  Asian 
markets  began  to  collapse  in 
1997.  many  of  them  reckoned 
It  was  too  late  to  cancel  their 
projects,  let  alone  reduce 
thetr  existing  production. 

In  1997  itself  supply  was 
rising  more  than  twice  as 
fast  as  consumption.  And 
since  the  new  mine  capacity 
is  scheduled  to  come  into 
operation  gradually  over  the 
next  couple  of  years,  the  glut 
is  likely  to  get  worse,  even 
though  consumption  Is 
slowly  picking  up  again. 

Analysts  argue  that  the 
only  remedy  is  for  mining 
companies  to  cut  their  out- 
put and  shelve  their  expan- 
sion plans.  There  were  some 
cuts  late  last  year,  totalling 
perhaps  350,000  tonnes,  but 
as  yet  most  companies  are 


proving  surprisingly  willing 
to  soldier  on,  even  though 
they  are  losing  money. 

This  week,  for  instance, 
after  a fourth-quarter  1998 
loss  and  dividend  cut  from 
Asarco.  Larry  Kaplan  at 
Flemings  Research  calcu- 
lated that  the  aggregate 
fourth-quarter  loss  for  the 
big  four  producers  (Freeport 
Phelps,  Asarco  and  Cyprus) 
was  some  $35m,  “the  first 
such  aggregate  loss  In  over  a 
decade".  Since  the  copper 
price  is  still  falling,  he 
expects  results  to  deteriorate 
further  in  1999. 

What  may  seem  a bit  odd 
to  the  layman  is  that  two 
announcements  of  signifi- 
cant cuts  in  the  past  few 
weeks  appear  to  have  done 
little  to  stiffen  traders’ 
morale. 

First,  Highland  Valley,  a 
Canadian  producer,  said  it 
would  close  down  its  170,000 
tonnes  a year  mine  in  May. 

Then  state-owned  Chilean 
Codelco,  the  world's  largest 
producer,  revealed  it  was  not 
going  ahead  with  a couple  of 
large  expansion  projects, 
which  would  have  increased 
future  output  by  more  than 

200,000  tonnes. 

Given  that  research  firms 
estimate  that  the  copper  sur- 
plus will  be  anywhere 
between  200,000  and  500,000 
tonnes  this  year,  the 
announcements  from  High- 
land and  Codelco  wottid 
seem  significant 


There  are  several  reasons 
for  the  market's  apparent 
indifference. 

• The  warehouse  stocks. 
Traders  are  pragmatists:  at 
least  in  the  short  term  they 
pay  more  attention  to  what 
Is  happening  than  what  may 
happen.  Record  warehouse 
stocks  are  a fact  it  is  impos- 
sible to  ignore.  True,  stocks 
can  be  manipulated,  and  do 
not  provide  a clear  reflection 
of  the  surplus.  But  (hey  still 
tend  to  be  the  most  impor- 
tant single  influence  on  LME 
prices. 

• Scepticism  about  High- 
land. Although  there  had 
been  some  rumours  (denied) 
that  Highland  would  close, 
analysts  found  the 
announcement  puzzling.  Its 
operating  costs  were  lower 
than  some  of  Us  North 
American  rivals',  and  it  had 
just  agreed  a new  contract  to 
supply  copper  to  the  Japa- 
nese smelters. 

So  some  observers  inter- 
pret the  fiTinfffln«»Tni»nt  as  a 
negotiating  ploy,  designed  to 
help  Highland  reduce  its 
energy  costs  or  beat  down  ’ 
union  demands.  The  fact 
that  British  Columbia, 
where  the  mine  is  sited, 
demands  16  weeks'  notice  of 
closure  would  facilitate  such 
Machiavellian  tactics. 

And  if  it  does  close  on 
schedule1?  It  would  be  “a  fur- 
ther step  in  the  right  direc- 
tion to  balancing  the  market 
but  further  cuts  are 
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Copper  too  much  in  the  pipefiM 
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required",  says  Kevin  Nor- 
rtsh  of  Barclays  Capital. 

• Codelco  was  not  a sur- 
prise. Many,  analysts  were 
expecting  Codelco  to  trim  its 
expansion  plana  The  faiifng 
copper  price  has  meant  the 
state-owned  company's  polit- 
ical masters  are  demanding 
it  cut  its  spending.  This 
week  Codelco  said  It  had  met 
government  leaders  to  dis- 
cuss plans  to  increase  pro- 
ductivity. continue  cutting 
staff  numbers  and  costs,  and 
sell  non-core  assets. 

The  key  question  now  is 
how  much  further  prices  will 
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need  to  fail  to  encourage 
other  companies  to  cut  their 
production. 

Bloomsbury  Minerals  Eco- 
nomics argued  this  week 
that  “if  major  inflows  into 
LME  warehouses  do  con- 
tinue in  . the  short 
term . . . prices  could  easily 
fall  in  coming  weeks  to 
$1  .SQO-fMQO  a tonne  (5S-6&5 
cents  a pound).  We  also 
think  that  If  prices  stay  this 
low  for  a period  of  months, 
there  will  be  major  produc- 
tion cutbacks,"  If  so,  it  fore- 
sees a sharp  bounce  in  the 
copper  price  later  this  year. 


Cobalt  steals  limelight  in  quiet  day 


MARIO 

By  Gian  O’Connor,  Robert 
Corzine  and  Paid  Solman 


Cobalt  stole  the  limelight  in 
an  otherwise  quiet  day  for 
metals.  Prices  had  collapsed 
from  more  than  821  a pound 
in  June  to  below  $6.  but 
have  bounced  back  by  $4-$5 
In  the  past  few  days. 

One  influential  trader  is 
said  to  have  tied  up  exclu- 
sive three-year  marketing 


deals  with  both  ZCCM  and 
Gecamines.  two  big -suppli- 
ers. The  same  trader  is 
believed  to  have  made  the 
highest  bid  for  the  500.000 
lbs  of  cobalt  sold  by  the 
Defence  Logistics  Agency 
this  week.  Bids  were 
between  $6.20  and  $16.18. 

Oil  prices  firmed  in  late 
trading  yesterday,  even 
though  there  was  more  evi- 
dence that  refiners  Intend  to 
reduce  runs  because  of  high 
refined  product  stocks. 


Brent  Blend  for  March 
delivery  was  up  2 cents  at 
$10.90  a barrel  in  late  trading 
on  London's  International 
Petroleum  Exchange. 

A surplus  of  product 
stocks  in  the  US  and  Europe 
is  putting  pressure  on  refin- 
ing margins  and  has  caused 
some  refiners  to  cut  back  on 
crude  demand.  February 
usually  marks  a seasonal 
low  in  US  refinery  runs. 

Robusta  coffee  futures  fen 
again  on  the  London  Inter- 


national Financial  Futures 
and  Options  Exchange  after 
a round  of  fund  selling.  The 
most  actively  traded  March 
contract  finished  at  $1,718  a 
tonne,  down  $27  on  Wednes- 
day’s dose. 

On  the  dry  bulk  cargo 
market,  the  benchmark  Bal- 
tic Freight  index  closed  8 
points  lower  at  835.  It  has 
traded  recently  at  around  its 
12-year  low  of  776. 

• Jamaica's  bauxite  produc- 
tion grew  last  year  by  58  per 


cent  to  12.7m  tonnes,  writes 
Canute  James  in  Kingston. 
This  is  the  highest  figure  for 
25  years  and  the  third  high- 
est annual  output  for  the 
industry,  according  to  the 
island's  Bauxite  Institute. 

. Alumina  production  last 
year  was  &44m  tonnes,  up 
18  per  cent  from  1997.  Hie 
growth  in  production  was 
caused  by  restructuring  of 
sections  of  the  industry  and 
improved  Industrial  rela- 
tions, the  institute  said. 


BjrVfctor  Moltat 
in  Johannesburg 


South  African  gold  mines 
continued  to  reap  the  bene- 
fits of  cost^cuttihg  and 
restructuring  in  the  three 
months  toDacember,  but  lat- 
est production  and  earnings 
figures  show  they  were  hit 
by  the  weakness  of  the  gold 
price  and  the  relative 
strength  of  the  rand  against 
*>i»»  dollar  in  the  quarter. 

Gold  Fields,  the  world’s 

second,  biggest  gold  company 
- which  was  making  losses 
when  rt  was  formed  a year 
ago  from  the  gold  assets  of 
Gencor  and- Gold.  Fields  of 
South  Africa  - yesterday 
announced  a maiden  Interim 
dividend  of  50  cents  a share 
after  a return,  to  profits. 

Rand,  costs  were  Little 
changed,  but  dollar  costs 
rose  by  about  9 per  cent 
between- September  and 
December.  For  the  core 
mines  - Driefontein,  Kloof 
and  Beatrix  - cash  costs 
rose  to  $197  an  ounce  from 
$181,  while  total  costs, 
Including  capital  expendi- 
ture, rose  from  pm*  to  $24L 
Overall  net  profit  fell  from 
R304.3m  to  R188.9m 
($3L42m). 

"The  foundation  of  the 
tumround  to  date  has  been 
cost-cutting,"  said  Tom  Dale, 
Gold  Helds  managing  direc- 
tor, adding  that  future 
Improvements . would  come . 
from  higher  productivity. 

Chris  Thompson,  chair- 
man, said  there  had  been 
several  approaches  to  Gold 
Fields  by  other  companies, 
but  he  wanted  to  boost  the 
company's  rating  and  share 
price  before  even  consider- 
ing a merger  or  similar  deal. 

Harmony  boosted  its  out- 
put by  18  per  cent  in  the 
quarter,  giving  it  an  annual- 
ised production  of  1.3m 
ounces,  but  retrenchment 
costs  of  R30m  helped  cut  net 
profit  to  R38.8m  from 
R782m.  Avgold  reported  net 
profit  of  Rl9m,  compared 
with  a loss  of  R6m. 


Think-tank 
sees  edible 


By  Pnd  SOfatim 
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Prices  of  oilseeds  and 
tropical'  oils  are  likely  to 
jump  this  year  because  of  a 
shortfall  in  world  supplies. 

Global  stocks  remain  low 
and  although  soyabean  oil 
stocks  have  risen,  they  will 
■not  rranppnftate  for  8 fell  ID 
supplies  of  palm  oil,  the 
Economist  Intelligence  Unit 
says  in  its  latest  “World 
Commodities  Forecasts: 
Food,  Feedstuffs  and  Bever- 
ages" report.  . 

As  a result,  edible  ail  sup- 
plies are  forecast  to  fall 
short  of.  consumption  by' 

368,000  tonnes  for  the  year 
ending  - September  1999. 
pushing  up  prices. 

The  EIU  expects  world 
production  of  edible  oils  - 
which  include  soyabean  oil, 
crlxde  palm  oil,  sunflower 
seed  oil  and  rapeseed  oil  - to 
rise  3 per  cent  In  the  year  to 
September  to  62.7m  tonnes. 
However,  it  says  production 
wffl  be  lower  than  expected 
because  of  poorer  prospects 
for  palm  and  rapeseed. 

Palm  oil  prices  averaged 
$673  a tonne  last  year,  com- 
pared with  SS46  In  1997.  This 
year  they  are  expected  to 
rise  again  -to  $725  a tonne. 

Rapeseed  oil  prices  fell 
during  1998  to  average  $529  a 
tonne  against  $565  in  1997. 
but  the  EIU  expects  them  to 
recover  to  an  average  $670  a 
♦Vinn<»  ihta  year. 

Soyabean  oil  and  coconut 
oO  prices  are  also  expected 
to  trade  higher  this  year. 

Stocks  of  lauric  oils  - 
which  include  coconut  oil 
and  palm  kernel  oU  - fell  4.4 
pier  cent  in  1998  compared 
with,  the  year  before  and 
although  demand  also  fell, 
prices  rose. 

Lauric  oil  stocks  are 
expected  to  -drop  by  more 
than  20  per  cent  this  year, 
pushing  prices  of  palm  ker- 
nel up  to  an  average  of  $809 
a tonne  against  $685  in  1998. 
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Coconut  oil  prices  are 
expected  to  average  Ss23  « 
tonne  against  S658  last  year. 

Among  other  soft  commod- 
ities. the  EIU  predicts  a 
more  modest  year. 

Tea  prices  could  avera^T 
$1.66  a kg  this  year  a^iinst 
$2.01  last  year,  as  global  *u]> 
plies  outstrip  demand  by 

108,000  tonnes. 

The  think-tank  is  predict- 
ing even  lower  prices  of  Sl.4f 
in  2000  as  the  surplus  af  tea 
rises  to  138,000  tonnes 

Rice  prices,  meanwhile, 
are  expected  to  stay  at 
around  1998  levels  which 
averaged  a little  over  S300  a 
tonne,  although  the  EIL' 
adds:  “The  exceptionally 
high  level  of  trade  in 

drawn  down  stocks,  and 
markets  may  be  much  IwW 
stable  in  1999  if  import 
demand  proves  higher  than 
expected.” 

The  EIU  agrees  with  other 
analysts  that  there  will  he  a 
small  shortfall  in  cocoa  sup- 
plies this  year,  but  predicts  a 
return  to  a surplus  of  26.000 
tonnes  in  the  1999-2000  sea- 
son. It  sees  prices  little 
changed  from  last  year  and 
falling  further  in  2000. 

Coffee  prices  are  also  fore- 
cast to  fell  because  of  large- 
stocks  and  a bumper  crop 
from  Brazil,  the  world's  big- 
gest producer. 
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ACROSS 
1 The  way  to  follow  birds  in 
TV  programme  (4,4) 

5 Risk  surrounds  request  for 
. - receptacle  (6) 

9 The  winner’s  first  to  meet  a 
queen  (8) 

.10  Agree  BitTs  to  get  a cloth 

(6)  ■ ■ 

12  Simultaneously  make 
amends  and  issue  rejection 
(2,3.4) 

18  A bird  in  Egypt  (5) 

14  Take  a close  look  at  small 
. gaol  141 

1G  Singers  muffed  the 
entrance  (7) 

19  He  Induces  sleep  with  mor- 
phine, initially,,  in  the  san- 
atorium (7) 

21  Obstinate  fellow  gets  the 
slipper  (4) 

24  A boom  restricts  river  fish 

(5)  ., 

25  Spirit  generates  light  at 
night  (9) 

27  Singer  allowed  to  keep  a 
pub  (6) 

28  Goddess  circumscribes  a 

prohibition  of  the  (8) 

29  Creation  of  statue  is  artful 

(6) 

30  Deadly  connection  (8) 

. DOWN 

1 The  way-  to  enter  vehicle 
showing  delicacy  (6) 

2 The  mainstay  & “Rancho 
Notorious"  (6) 

3 Hull  Is  in  south-east  China1’ 
(5) 

4 View  duck’s  wing  (7) 


6 In  Russia  one  hold1 
- in  both  hands  (9) 

7 Kampuchea  has  no  ti 
plant  fS) 

8 Order  “Sit  up  when  & 
lunch,  son"  (g) 

11  °°5  supports  even  a 
endary  creature  (4) 

15  xiamoan  hidjpg  assop' 
food  (9) 

17  She  libels  AA  organis, 
w 

18  Confine  unworldly  alii 
the  web  (8) 

20  Insensitive  classical  eh 

-1  doctor  (4) 

21  Show  low  enthusiast! 
place  to  2 (7) 

22  They  say  it's  a foul  tit 

„ 22**  bau-piece  fB) 

23  Recount  fully  what 

M wife  did?  (g) 

26  NCO  admits  figfati 
the  crowd  (5) 

Solution  8B&9  ■ 
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LONDON  STOCK  EXCHANGE 


Swinging  London  leaves  Footsie  dealers  bemused 


FI5E  AH-Share  index 


MARKET  REPORT 


By  State  Thompson, 

IK  Stock  Market  Editor 

London's  equity  market 
detached  itseir  from  Wall 
Street  yesterday,  reacting 
instantly  and  strongly  to 
talk  of  a big  sell  programme 
late  in  the  day  that  saw  the 
FTSE  100-  index  swing  vio- 
lently to  finish  marginally 
lower. 

Dealers  were  mostly  per- 
plexed by  London’s  reaction 
to  the  day's  events,  which, 
apart  from  a soggy  perfor- 
mance by  Wall  Street  over- 
night and  a weak  showing 


by  Asian  bourses,  provided 
no  real  worries  for  markets. 

The  Dow  Jones  industrial 
Average  provided  an  early 
scare  for  London,  retreating 
121  points  overnight,  helping 
to  drive  down  the  Hong 
Kong  and  Tokyo  markets. 

The  FTSE  100  index 
reflected  Wall  Street’s  over- 
night jitters  and  the  general 
unease  in  Europe  ahead  of 
the  remarks  made  by  Alan 
Greenspan,  chairman  of  the 
US  Federal  Reserve,  to  the 
Senate  about  prospects  for 
die  US  economy. 

Past  comments  by  Mr 
Greenspan  in  testimony  to 
Congress  have  often  been 


picked  up  by  the  markets 
and  been  blamed  In  the 
recent  past  for  major  upsets 
in  global  Stock  marlrotc 

In  the  event,  Mr  Green- 
span caused  few  problems 
for  Wall  Street,  where  the 
Dow  reflected  general  relief 
by  US  investors  at  his 
remarks.  Although  he  reid 
he  felt  rampant  internet 
stocks  were  “sure  to  fail", 
his  words  saw  the  Dow  up 
almost  three  figures  well 
into  the  US  session. 

Dealers  and  marketmakers 
generally  stfll  saw  the  Lon- 
don market  as  vulnerable  to 
setbacks  because  of  the 
potential  problems  in  emerg- 


ing markets,  with  their  inev- 
itable impact  on  UK  manu- 
facturing industries. 

The  FTSE  ICO  index  ended 
another  volatile  session  33 
off  at  5^725.  having  swung 
around  In  a 1 20-point  arc. 

The  index  hit  a session 
low  of  5,841.2.  down  35.2.  dur- 
ing the  first  hour's  trading, 
and  remained  uncertain 
until  the  early  afternoon, 
when  it  touched  5,959-8,  up 
83.4,  as  Wall  Street  raced 
higher. 

Much  of  the  pain  being  felt 
in  the  market  was  concen- 
trated on  the  banking  sector, 
where  the  big  mortgage 
lenders  were  always  under 


pressure  and  where  special- 
ists insisted  that  the  intense 
pressure  on  margins  would 
continue. 

Most  of  the  mortgage  lend- 
ers finished  fractionally  off 
their  worst  levels  of  the  day, 
but  dealers  said  the  sector 
would  probably  suffer  lax  its 
outperforman.ee  over  the 
past  few  years. 

Once  again,  the  poor  per- 
formances by  the  market's 
leaders  did  not  filter  through 
fully  Into  the  second  and 
third-line  issues,  which  were 
being  chased  by  speculators 
banking  on  more  takeover 
news  In  the  manufacturing 
sectors. 


The  FTSE  250  index 
rushed  up  another  55-6  to 
4£5&9,  for  a gain  of  129-8  or 
2.7  per  cent  over  the  past 
three  sessions. 

Similarly  the  FTSE  Small- 
Cap  made  rapid  progress. 
Hrtgiwg-  pa  ahead  at  2.115.1. 

Font’s  takeover  of  Volvo's 
car  business  added  to  the 
intense  speculation  that 
more  big  bids  are  Imminent 
in  the  UK  car  components 

and  »ngine*»ring  sectors. 

Turnover  in  equities 
reached  L3bn  shares  with 
LucasVarity.  in  the  throes  of 
a bid  battle  involving  Feder- 
al-Mogul and  TRW.  topping 
the  list 
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BT  rises 
after 


Department  of  Trade  and 
Industry  constraints  almost 
certainly  removed,  BT  will 
complete  on  the  Cellnet  deal 
in  the  find  half  of  1999.  We 
believe  BTs  chief  executive 


some  new  mortgages,  using 
them  to  raise  money  in  the 
market,  hit  an  area  that  is 
already  lacing  no  growth 
and  a margin  squeeze. 

Northern  Rock  was  also 


Best  and  worst  performing  FTSE  sectors 
Support  Services 

5000  — 

«Q0 ftpl  V 


Rett  Bate 
. 8000 


l-off 

is  currently  m negotiations 

affected  by  broker  down- 

4400 

ITT 

five  officer.  Roger  Wlggs." 

the  market  after  the  mort- 

4200  A_ 

Aai 

- A 

COMPANIES  RETORT 

By  Joet  Kibazo,  Peter  John 
and  Martin  Brice 


Buyers  helped  BT  revive 
after  Wednesday's  sell-off 
with  the  shares  hardening 
9‘4  to  927p.  The  telecoms 
group  reports  third-quarter 
figures  next  month  and 
there  have  been  suggestions 
that  BT  has  been  “talking 
market  estimates  down" 
ahead  of  the  figures. 

According  to  Charterhouse 
Ttiney,  which  is  predicting 
third-quarter  profits  of 
£809m  (£786m).  investors 
studying  the  figures  will  be 
trying  to  assess  the  impact 
of  “start-up  losses  on  the 
associate  ventures  in  Europe 
and  south-east  Asia  [which] 
will  be  higher  than  expected 
at  around  £350m  and  there 
will  be  a continuing  excep- 
tional charge  in  Q3.  Q4  and 
next  year  to  replace  some  of 
the  activities  previously 
done  for  Concert  by  MCF. 

Profit-taking  towards  the 
close  saw  Securicor  surren- 
der early  gains  to  close  down 
l'/«  at  58S?'ip.  The  team  at  SG 
Securities  believes  Securicor 
and  BT,  joint  owners  of 
mobile  phones  operator  Cell- 
net.  are  in  talks  about  BT 
acquiring  the  40  per  cent 
stake  held  by  Securicor. 

In  a note  to  clients,  the 
team  at  SG  said:  “With 


The  biggest  turnover  in 
the  sector  was  recorded  in 
Vodafone  Group,  the  shares 
firming  6 to  lffittp. 

Prospects  of  a price  war  in 
the  mortgage  market  sent 
the  quoted  ex-building  soci- 
eties tumbling  and  acted  as 
a drag  on  the  whole  market. 

Northern  Rock's 
announcement  that  it  was 
considering  securitising 


FT  30  INDEX 


gage  lender’s  full-year 
results  on  Tuesday. 

The  1998  numbers  were 

broadly  in  line  with  expecta- 
tions, but  analysts  were  con- 
cerned about  the  decelera- 
tion in  TendFpg  in  the  second 
half  and  increased  competi- 
tion in  the  savings  and  mort- 
gage market.  Some  also 
expressed  concern  about  the 
sustainability  of  Northern 
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Rock's  strategy,  which  relies 
on  balance  sheet  growth. 

HSBC  Securities  cut  its 
1999  profit  estimate  to  £214m 
from  £223m,  with  the  2000 
forecast  cut  by  55  per  cent 
to  £229m.  The  broker  reiter- 
ated its  “hold”  stance  but 
warned  that  the  outlook  for 
the  mortgage  hant-g  remains 
negative. 

Northern  Rock  was  not  the 
only  casualty.  Abbey 
National,  which  has  fallen 
sharply  since  the  market 
noticed  it  had  overtaken 
Halifax  in  market  capitalisa- 
tion. fell  a further  53  to 
£12.02.  And  Halifax  slid  32  to 
722V,p. 

The  bullish  Misys  trading 
statement  and  a set  of  strong 
results  prompted  upgrades 
and  saw  the  shares  achieve 
one  of  the  best  performances 
in  the  FTSE  250.  They  rose 
almost  18  per  emit  fuelling 
talk  that  the  software  group 
may  re-enter  the  FTSE  100 
index.  At  last  night's  close. 
Misys  had  a market  capital- 
isation of  £3-3bn,  putting  it 
about  85th  in  the  market  by 
size. 

The  results  served  to  allay 
fears  that  Misys.  with  its 
high  exposure  to  the  finan- 
cial services  sector  and  its 
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recent  US  healthcare  acqui- 
sition. may  have  been  under 
pressure.  Following  the 
interim  results,  analysts 
were  said  to  be  increasing 
their  forecasts  by  about  g 
per  cent  for  this  year  to 
£130m.  and  by  about  8 per 
cent  to  £160m  for  next 

The  information  technol- 
ogy sector  faces  a period  of 
volatility,  according  to  Gra- 
ham Brown  at  Sutherlands. 
He  told  clients  yesterday: 
“Visibility  is  becoming 
opaque  since  there  is  no  pre- 
cedent for  the  transition 
between  Y2K  and  Emu  pro- 
jects, and  mixed  trading 
messages  are  currently 
being  reported." 

However,  he  retains  his 
positive  long-term  stance  on 
the  sector. 

United  left  on  hold 

United  Utilities  slipped 
6Vip  to  766‘4p  with  dealers 
citing  pressure  from  the 
imminent  flotation  of  United 
Pan-European  Communica- 
tions. the  cable  television  to 
telephone  group. 

There  have  been  hopes 
that  United  Utilities  will  be 
able  to  use  its  electricity  dis- 
tribution system  for  cable 
systems.  However,  as  UPC 
| began  its  share  listing  road- 
j show  in  the  knowledge  that 
Microsoft  is  to  take  a 3300m 
stake,  it  was  apparently 
I arguing  that  distribution 
| through  the  electricity  net- 
work was  problematic. 

P&O  benefited  from  press 
reports  that  freight  rates  for 
I shipping  from  Asia  to 


Europe  were  set  to  rise,  and 
there  were  also  positive  com- 
ments from  the  transport 
team  at  SG  Securities. 

It  reiterated  its  “buy" 
stanprt  on  the  stock  in  its 
aimpai  review  of  the  indus- 
try which  was  published  yes- 
terday. The  stock  sained  28 
to  636Vip. 

The  appointment  by  Bow- 
thorpe,  the  specialist  elec- 
tronics group,  of  Salomon 
Smith  Barney  as  one  of  its 
brokers  and  its  unveiling  of 
plans  to  expand  its  US  share- 
holder base  prompted  heavy 
dealings,  a total  of  15m  went 
through,  with  the  vast 
majority  said  to  have  gone 
through  Salomon,  as  the 
shares  rose  14  to  38lVjp. 

The  company  said  it 
planned  to  issue  American 
depositary  receipts,  which 
would  represent  the  London- 
listed  shares. 

United  News  & Media 
climbed  23%  to  547p  after 
Merrill  Lynch  shifted  its 
stance  on  the  stock  to  “accu- 
mulate" from  “neutral”,  and 
WestLB  Panmure  said 
“buy". 

Bus  and  truck  maker  Hen- 
lys  was  excited  by  news  that 
Ford  of  the  US  was  baying 
the  car  operations  of  Volvo. 
Heniys,  which  touched  606p 
last  year,  rose  44  to  472V,p. 
Zn  October,  it  lost  the  bid- 
ding war  for  Dennis  to  fellow 
vehicle  engineer  Mayflower, 
which  lost  IV,  to  131*/»p. 

LucasVarity  remained  at  a 
premium  to  the  cash  bid 
from  TRW  of  the  US,  sug- 
gesting investors  expect 
another  Fbderal-Mogul  offer 
or  a new  bidder  to  enter  the 
fight.  LucasVarity  accepted 
the  2SSp  cash  bid  from  TOW. 
but  the  shares  rose  7 to 
290Vip,  a whisker  away  from 
an  all-time  high  of  293p.  Fed- 
eral-Mogul said  it  might 
make  a formal  offer. 

Hotels  and  gaming  group 
Ladbroke  improved  4%  to 
215  Yip.  after  trade  of  &9m, 
with  several  brokers  includ- 
ing Sutherlands  said  to  be 
positive  on  the  stock.  Thistle 
Hotels  put  on  9 to  119p. 
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FINANCIAL  TIMES 


FRIDAY  JANUARY  29  >*» 


STOCK 


Takeover  activity  drives  bourses  higher 


EMERGING  MARKET  FOCUS^ 


^JOVERVIEW 

Tresh  transatlantic  takeover 
artlvity  and  hdpftiHJS  eco- 
nomic statistics  gave  a posi- 
tive tone  to  stock  markets 
yesterday  despite  a weak 
start  to  the  day  in  Asia, 
writes  Martin  Dickson. 

Three  large  takeover  deals 
ware  launched  by  US  compa- 
nies: an  offer  by  Ford  Motor 
for  the  car  manufacturing 
operations  of  Volvo  of  Swe- 
den; by  TRW  for  Lucas- 
Varity  of  the  UK;  and  by 


internet  group  Yahoo!  to  buy 
online  community  GeoCities. 

'These  helped  dispel  over- 
night market  weakness, 
where  Wall  Street's  lower 
close  on  Wednesday  trans- 
lated into  falls  In  many 
Asian  markets,  wm«»ning 
the  gains  of  the  previous 
day. 

Worst  hit  was  Hong  Kong, 
down  3.7  per  cent,  with 
banking  stocks  recording  the 
sharpest  falls. 

Tokyo,  Singapore  and 
Taipei  also  lost  ground, 


though  Korea  posted  gains. 

The  bids  for  Volvo's  car 
arm  and  LucasVarity  turned 

round  sentiment  as  the 
European  trading  day  began. 
European  motor  stocks,  such 
as  Renault  and  Peugeot,  rose 
strongly,'  while  the  Swedish 
market  moved  sharply 
higher.  London,  Paris  and 
Frankfort  all  dosed  up. 

Markets  an  both  sides  of 

the  Atlantic  remained  cau- 
tious ahead  of  congressional 
testimony  by  Mr  Alan 
Oeenspan,  Chairman  of  the 


US  Federal  Reserve,  but  bis 
remarks  on  the  economy 
were  relatively  anodyne. 

Mr  Greenspan  noted  the 
US  could  not  be  an  oasis  of 
prosperity  if  the  rest  of 
world  was  in  serious  trouble, 
but  so  far  it  had  managed  to 

do  90  and  be  was  not  aware 
of  evidence  that  was'  about 
the  change 

He  did  acknowledge  that 
the  vast  majority  of  internet 
stocks  were  "sure  to  fail” 
but  high-tech  optimists 
seized  on  his  further  com- 


ment that  some  small  stocks 
would  succeed  and  might 
justify  even  higher  stock 


Sentiment  on  both  sides  of 
the  Atlantic  was  helped  by 
some  better-than-expected 
quarterly  US  results  and 
good  US  Hnpkjyment  costs 
data,  showing  a 0.7  per  cent 
rise  in  the  fourth  quarter 
of  last  year,  down  hum  19 
per  *ynt  in  the  third  quarter. 

Orders  for  expensive  US 
manufactured  goods  wen  up 
L9  per  cent  in  December, 


helped  by  dggand  for  mdna- 
trial  hBiai&lieiy. 

All  this  helped  the  dollar 
to  rise  sharply  against  the 

euro  mid  modestly  against ' 
the  yen. 

However,  some  analysts 
expressed  , anxiety  about  the  . 
bullish  tone  of  tbemarket 
They  TPnvrhvid  concerned  at 
Brazil's  ability  to  reach  - 
agreement  <m  restructuring 

the  country's  debt  and  grow- 
ing qpw  of  priBHcfll  rmnfHrt. 
between  federal  and  state 

adrmniqhn  Hum. 


court  to  Herons 


Yahoo!  and 
Ford  cheer 
US  stocks 


Stockholm  moves  up  a gear 


EUROPE 


Investors  returned  to  US 
shares  after  Wednesday's 
sell-off,  cheered  by  the  latest 
takeover  plans  in  the  auto- 
motive and  internet  sectors, 
writes  John  Labate  in  New 
York. 

By  early  afternoon,  the 
Dow  Jones  Industrial  Aver- 
age had  gained  8891,  a 0.94 
per  cent  increase,  to  9,286.74. 
The  broader  market  indices 
were  even  more  robust,  with 
the  Standard  & Poor’s  500 
Index  elhnhtng  19.31  or  1.55 
per  cent  to  L262.48. 

But  the  best  of  the  early 
trading  was  reserved  for 
high-tech  stocks,  which 
rebounded  strongly  from,  the 
losses  run  up  on  Wednesday. 
The  Nasdaq  composite  index 
gained  more  than  2 per  cent 
or  53.06  to  2,460.20.  The  Rus- 
sell 2000  index  of  small- 
company  shares  gained  2.73 
at  42395. 

“It’s  a volatile  market 
looking  for  direction,”  said 
Warren  Epstein,  director  of 
trading  at  Richard  Rosen- 
blatt & Co  in  New  York. 
“With  the  earnings  season 
behind  us,  the  market  win 
start  to  focus  on  other  areas 
such  as  Brazil.” 

Auto  shares  were  higher 
after  Ford  Motor  announced 
its  acquisition  of  Volvo's 
automotive  business.  Daim- 
lerChrysIer  gained  $l£  to 
$103&  while  Ford  climbed 
to  $61%. 

In  the  internet  sector 
Yahool’s  takeover  of  Geo- 
Cities  set  off  a buying  wave, 
with  the  internet  index  of 
the  American  Stock 
Exchange  climbing  more 
than  4 per  cent  to  778.68. 
GeoCities  surged  49  per  cent 


or  $37  to  $112.  while  Yahoo! 
gained  $13%  to  $349%. 

Banking  shares  were  on 
the  rebound  after  recent 
weakness,  with  BankAmer- 
ica  up  $2%  to  $64  ft  and 
JP.  Morgan  gaining  $2{|  to 
$103.  But  First  Union  contin- 
ued to  sell  off  after  recent 
downgrades  by  analysts,  los- 
ing another  $%  at  $5l£. 

Intel,  the  leading  semicon- 
ductor producer,  was  $4% 
higher  to  $137%  after  the 
company  announced  a stock 
split  Computer  makers  also 
gained  ground  with  Dell 
Computer  up  $3%  to  $82  and 
Gateway  up  $2%  to  $89%. 

Among  Dow  shares,  AT&T 
was  $39  higher  at  $89%, 
while  tobacco  and  foods 
company  Philip  Morris 
climbed  $1^  to  $47%. 

US  Treasury  prices  were 
mixed  after  the  release  of  a 
better-than-expected  employ- 
ment oast  index  report  By 
early  afternoon,  the  30-year 
band  was  & higher  at  101JJ, 
yielding  5.120  per  cent 
TORONTO  edged  back 
from  its  best  levels  at  mid- 
session  but  remained  in  posi- 
tive territory  on  advances  in 
precious  and  base  metals,  as 
well  as  high-tech  shares. 

The  TSE-300  composite 
index  was  37.39  higher  at 
6,689.1,  off  an  early  6988.47, 
in  volume  of  30  Am  shares. 

The  heavyweight  financial 
services  sub-group  was 
slightly  lower  at  midday,  but 
advances  made  by  Royal 
Bank,  up  65  cents  at  C$77, 
provided  support 
Among  actively  traded 
9tocks.  Northern  Telecom 
was  C$2  higher  at  C$9446 
and  Biovail  Corp  Interna- 
tional was  C$145  ahead  at 
C$8445. 


Confirmation,  that  Ford  was 
to  pay  SKrSObn  for  Volvo’s 
car  business,  leaving  the 
Swedish  group  free  to  con- 
centrate on  the  development 
of  Its  lucrative  wimmprrial 
vehicles  activities,  sent 
STOCKHOLM  higher. 

Volvo  shot  up  to  an  early 
SKr23L  but  pulled  back  to 
dose  just  SKr090  higher  at 
SKritil  on  the  view  it  would 
be  made  to  pay  a high  Price 
for  any  company  that  it  tar- 
geted for  a takeover. 

Truck  and  busmaker 
Scania,  In  which  Volvo 
bought  a 13  per  wnt  stake 
earlier  thf«  month,  jumped 
to  a day’s  high  of  SKr263. 

Analysts  were  divided, 
however,  on  whether  Volvo 
would  still  try  to  go  ahead 
with  its  stated  intention  of 
buying  its  Swedish  rival  to 


The  FT5E  Enratop  300 
rose  T8L66  or  190  per  cent  to 
1,207.78.  See  Euro  Prices  page. 


Mexico  City  takes  new 
strength  from  upgrade 


MEXICO  CITY  took  its  cue 
from  strength  in  Brazilian 
and  US  markets  to  post  solid 
gains  in  early  trade. 

An  upgrade  by  Merrill 
Lynch  of  several  bank  stocks 
lifted  financials.  By  midses- 
sion, the  IPC  index  was  6997 
or  lit  per  cent  higher  at 
398492. 

Merrill  said  it  expected  a 
number  of  Mexican  banks  to 
report  strong  earnings  for 
the  fourth  quarter  of  1998  on 
the  back  of  a recovery  in 


operating  earnings  as  well  as 
for  market-related  income. 

Among  the  banks  it 
upgraded.  Banned  rose  8 per 
cent  to  10.70  pesos.  Ban- 
comer  put  on  5.7  per  cent  to 
292  pesos  and  Banorte  added 
4 per  cent  to  7.38  pesos. 

BUENOS  AIRES  was 
boosted  by  morning  gains  in 
neighbouring  markets  and 
selective  buying  by  investors 
coming  off  the  sidelines.  The 
Merval  index  was  494  higher 
at  373 JL 


create  the  world's  second 
largest  truckmaker.  By  the 
close.  Scania  was  just 
SKftL50  higher  at  SKI240.50. 

Telecoms  group  Ericsson 
shot  up  69  per  cent  an  relief 
that  1998  results  were 
largely  in  line  with  expecta- 
tions. It  rose  SKrl7.50  to 
SKr210  as  the  company 
launched  a new  line  of 
mnhiv»  telephones. 

By  the  dose,  the  general 
index  was  61.61  higher  at 
398890,  off  a high  of  392797. 

PARIS  rose  101.5  to 
4,19897  an  the  CAC  40  index. 
Motors  and  banks  vied  for 
for  top  sector  honours  In  a 
market  partly  boosted  by 
technical  activity  ahead  of 
today's  futures  expiry. 

Both  Renault  and  Peugeot 
bounced  on  the  news  that 
Ford  was  snapping  up  Vol- 
vo’s car  division.  The  former 
jumped  6397  or  79  per  cent 
at  €45.12  amid  talk  of  some 
form  of  consolidation  within 
the  French  car  sector.  Peug-  - 
ect  gained  €6  at  €14590. 

Banks  were  active  follow- 
ing a statement  about  Brazil- 
ian exposure  from  Sodfetfi 
Gdndrale.  The  hank  put  this 
at  $588m,  excluding  trade 
finance,  whereas  most  ana- 


lysts had  pencilled  a figure 
well  in  wwm  of  $lbn. . 

The  news  helped  lift  same 
of  the  f-flHn  American  gloom 
that  hn«  hung  over  hank 
shares  in  recent  months. 
SocGen  rose  €8  or  59  per 
emit  at  €161,  Paribas  gained 
€3  at  €86  and  BNP  added 
€395  at  €82. 

Cyclicals  were  given  a 
boost  by  positive  results  and 
trading  statement  from 
Rhdne-Poulenc,  which  sent 
the  shares  up  99  per  cent  or 
€390  at  €4590.  Saint  Gobain 
rose  €990  or  89  per  cent  to 
€1289  ehaad  of  results  due 
after  market  hours. 

Danone  remained  on  most 
investors'  .buy  lists,  adding 
€12  at  €2409  for  a two-day 
gain  of  almost  14  per  cent 
following  Wednesday's  num- 
bers from  the  food  leader. 

The  day's  black  spot  was 
electronics  and  dgfennp  con- 
glomerate Alcatel.  The 
shares,  which  stood  at  the 
equivalent  of  €217  In  July, 
two  months  prior  to  Septem- 
ber’s dramatic  profits  warn- 
ing from  the  group,  ended 
off  €3.60  at  €9690. 

FRANKFURT  closed 
higher,  but  off  its  beet  levels, 
after  a day  in  which  Deut- 
sche Telekom  and  MAN  both 
surged  an  merger  specula- 
tion. The  Xetra  Dax  index 
finished  42.72  higher  at 
598093. 

Telekom  jumped  €L85  to 
€8795  as  the  market  heard 
rumours  that  the  company 
was  seeking  to  make  an 
acquisition  to  lift  its  busi- 
ness as  it  faced  up  to  a price- 
cutting  war  with  rivals. 

On  Wednesday,  Telekom 


Jo’burg  rises  on  rate  cut  hope 


SOUTH  AFRICA 


Johannesburg  was  lifted  by 
a surge  in  financials  as 
expectations  again  grew  for 
a cut  in  domestic  interest 
rates. 

Gold  stocks,  by  contrast, 
were  weighed  down  by  the 


bullion  price  which  slid  to  a 
four-an&a-half  month  low. 

The  overall  index  put  on 
579  to  5,7669  while  industri- 
als climbed  729  to  6.6789 
and  financials  199.7  to 
89429.  Golds,  however,  lost 
32.7  to  9051,  the  lowest  level 
for  more  than  three  weeks. 


Tokyo  three-day  rally  unwinds 


ASIAPACinC 

Shares  in  TOKYO  called  a 
halt  to  a three-day  rally  that 
>md  pushed  the  market  300 
points  higher,  writes  GiUian 
TetL 

The  Nikkei  225  average 
closed  107.74  lower  at 
14,342.32  after  trading 
between  14,331-77  and 
14922.33.  The  Nikkei  300 
closed  1.19  lower  at  223.12, 
while  the  Toptx  Index  lost 
5.15  at  141093. 

Volume  on  the  mam  sec- 
tion fell  to  361.13m  shares 
from  Wednesday's  416.84m. 
Losers  outnumbered  gainers 
by  711  stocks  to  421.  while 
162  stocks  dosed  unchanged. 

The  fall  was  partly  blamed 
on  the  weakness  of  other 
Aslan  stock  markets.  How- 
ever, another  key  factor  was 
that  many  corporations  are 
now  seeking  to  unwind  cross 

abanpfinldingS  ahpflrt  of  the 
fiscal  year-end  on  March  3L 

This  pressure  means  that 
companies  are  likely  to  seize 
any  sign  of  an  upturn  in  the 
market  to  sell  these  share- 
holdings. Consequently, 
many  analysts  suspect  the 
market  will  be  capped  at 
around  14900  In  the  coming 
weeks* 

The  ruling  Liberal  Demo- 
cratic party  Is  now  consider- 
ing measures  to  avert  this 
impact  by  establishing  an 
institution  to  unwind  cross 
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shareholdings  without  sell- 
ing into  the  open  market 
However,  these  discus- 
sions are  only  at  a prelimi- 
nary stage,  and  some  observ- 
ers suspect  the  plans  have 
been  designed  to  boost  senti- 
ment rather  than  be  enacted. 

SEOUL  stayed  firm,  adding 
a further  697  to  57L47  on  the 
Kospi  index  for  a two-day 
gain  of  79  per  cent 
Foreign  Investors  were 
active  as  the  talk  of  an  early 
cut  for  interest  rates,  which 
did  so  much  to  boost  senti- 
ment on  Wednesday,  contin- 
ued to  do  the  rounds. 

Blue  chips  remained  the 
focus.  Samsung  Electronics 
rose  Wonl.100  to  92,400; 
Korea  Electric  gained  WonSO 
at  Won33950. 

SYDNEY  pushed  ahead  fol- 


lowing strong  results  from  a 
leading  bank  and  positive 

in  flat  Inn  data.  At  the  doSC. 
thg  AH  Ordinaries  imW  was 
up  249  at  29769. 

Inflation  for  December 
came  in  at  a restrained  0.5 
per  cent  which,  coupled  with 
Wednesday's  late  news  of 
bumper  results  from  NAB, 
Australia's  biggest  bank, 
sparked  steady  buying  of 
blue  chips.  NAB  rose  47 
emits  to  A$2&58  and  Com- 
monwealth advanced  51 
cents  to  AS2395. 

Elsewhere.  News  Corp 
gained  .32  cents  to  A$1L17, 
while  in  telecoms  Telco  Tel- 
stra rose  23  cents  to  A$898 
after  reaching  a record  Intra- 
day peak  of  AJ892. 

HONG  KONG  dropped  3.7 
per  cent  on  worries  about 
blue-chip  profits  and  red- 
chip  profit-taking.  H shares 
took  over  the  market  again 
as  the  January  Hang  Seng 
index  futures  contract 
expired. 

An  overnight  tumble  on 
Wall  Street  added  to  nega- 
tive sentiment,  and  the  Hang 
Seng  index  finished  358.70 
lower  at  990096. 

Turnover  edged  up  to 
HK$49bn  compared  with 
Wednesday’s  HE$L6bn  when 
tiie  index  rose  22  per  cent 

Among  blue  chips,  HSBC 
fell  HKSG90  to  HKilSS.50 
and  Hang  Seng  Bank  lost 
HKS3.75  to  HKS63.75. 


Debt-related  caution  took 
over  hading  of  red  chips  and 
U shares.  The  red-chip  Hang 
Seng  China-Affiliated  Corpo- 
rations index  foil  3.7  per 
cent,  while  the  H-share  Hang 
Seng  Chinese  Enterprises 
index  dipped  L2  per  cent 

SINGAPORE  was  lower  in 
tMn,  dun  trade  that  loft  the 
Straits  Times  index  31.42  or 
22  pea-  cent  lower  at  1,42692, 
after  two  days  of  rises. 

Traders  noted  that  the 
market  was  uninspired  by  a 
good  set  of  results  from  ST 
Engineering.  ST  shares  were 
lower  at  midday,  when  trad* 
lug  was  suspended  ahead  of 
the  results.  They  fell  8 cents 
to  S$L58. 

KUALA  LUMPUR  was 
lower  as  investors  were  kept 
guessing  over  the  govern- 
ment's expected  move  to 
alter  capita]  controls. 

The  composite  index  lost 
9.73  or  19  per  cent  to  58545. 

Government  officials  said 
that  Mahathir  Mahamari.  the 
prime  minister,  was  consid- 
ering two  variations  on  the 
imposition  of  an  exit  tax  on 
foreign  funds. 

Some  analysts  said  news 
that  the  judge  in  the  trial  of 
Anwar  Ibrahim.  Malaysia's 
sacked  finance  minister, 
might  decide  tomorrow 
whether  to  digmUw  four  cor- 
ruption charges  also  rattled 
some  investors  on  tears  of 
instability. 


said  it  was  cutting  charges 
on  both  local  and  long- 
distance domestic  calls.  It 
dacHwari  to  comment  on  the 
rumour  which  mm*  traders 
said  was  a revival  of  a story 
that  the  company  might 

make  a hiH  fnr  flaMn  raid 

Wireless  erf  the  UK. 

MAN  soared  €12  or  5.7  per 
cent  to  €224  as  it  became 
embroiled  in  takeover  specu- 
lation in  tiie  wake  of  the 
Ford-Volvo  link-up.  Volvo 
and  VW  had  both  been  men-, 
tkmed  as  potential  suttors. 

Analysts  said  that  the 
Ford-Volvo  deal  was  now 
likely  to  shift  investors’ 
attention  <m*n  BMW  which, 
along  with  Volvo,  had  been 
considered  a prime  takeover 
candidate. 

However,  BMW  was  flat  at 
€610  while  DaimlerChrysler 
edged  40  cents  higher  to 
€90.40  and  VW  eased  51 
cents  to  €6790. 


Deutsche  Bank  was 
marked  €191  higher  at 
€4791  in  response  to  news  of 
a 22  per  cent  rise  in  this  pnv 
posed  1998  dividend,  the  first 
increase  since  1995. 

Software  group  SAP  lost 
€UL70  to  €34490  as  Goldman 
Sarfw  cut  its.  recommenda- 
tion on  tiw  stock,  saying  the 
shares  could  he  vulnerable 

Over  % Six  rarmfha  88 

mid-year  conditions  were 

iilraty  tn  fro  rhaTUunging- 

AMSTERDAM-  ended 
within  one  point  of  its  ses- 
sion bifib,  tiie  AEX  faMrfng 
798  Uglier  at  58898. 

Akzo  Nobel  rose  €L75  or 
59  per  cent  to  €8395  as  sen- 
timent bar*  ]n  favour 

of  selected  cyclicals. 

KLM,  - brushing  aside 
potential  competition  from 
the  looming  Air  France  flota- 
tion downbeat  trading 
news  fora  the  airhne  sector, 
rose  45  cents  to  €2395. 

Shipping  leader  Nedlloyd 
was  a strong  market  follow- 
ing a press  report  of  freight 
rate  increases  far  westbound 
Asla-Europe  <«nhriiw  trade. 
The  shares,  which  stood  at 
the  equivalent  of  €24.46  10 
mouths  ago,  jumped  40  cents 
or  4 per  cent  to  €1095. 

Financials  came  back  into 
favour.  Aegon  roes  €190  to 
fgms  and  ING  «AHad  €L56 
at  €5290.  ABN  Amro  gained 
50  cents  to  €17.40  in  modest 
volume,  trading  6.6m  shares. 

Written  rod  edited  by  Hchad 
Morgan,  Jeffrey  Brown,  Joel 
Dm  and  Fid  Qregro 


The  uauaDy  . lethargic 
Vibrios  bourse  has  had  an 
eventful  couple  of  weeks  as 
rtanonrs  spread  that  a for- 
eignsuitor  was  about  to  buy 
- a stake  is  Hermis 

bank,  Lithuania's  second 
laiggst  commercial  bank. 
Shares  in  Hermis  rose  35 

per  cent  last  week,  but  activ- 

fty  in  the  stock  has  since 

subsided  as  speculation  lost 
raomenfarin. 

The  bourse,  has  been 
steadily  regaining  ground 
since  the  beginning  of 
December,  following  a steep 
iWMnp  that  began  in  mid- 
tpoa  Hie  Litin  index  closed 
at  92S94  yesterday,  still  a ter 
cay  from  the  mid-700  levels 
seen  at  mid-year. 

The  beginning  of  the 
recovery  can  be  traced  to  the 
nrmnnrinamaTrt  last  Novem- 
ber that  - Skandlnavlska 
BiMknda  Ranlmn  of  Sweden 
was  to  acquire  a 32  per  cent 

oftnlra  in  VUnlgns  Rtmir  The 

Litin  index  then  stood  at 
about  440. 

Hermis  conceded  it  was  in 
talks  with;  a strategic  inves- 
tor, but.  would  not  comment 
an  potential  partners.  Previ- 
ous suitors  Include  Merita 
hanlr  of  Finland  amTEstan- 
ta's  Hansabank,  while  recent 
rumotirs  centred  on  Nord- 
deutsebe  LandeSbank.  Local 
competitor  Vilniaus  bank, 
Lithuania's  largest  commer- 
cial bank,  has  been  pursuing 
Hands  dw  last  spring 
Vilniaus  holds  a stake  of 
about  89  per  cent  in  Hermis, 
hut  its  merger  proposal  has 
languished  since  last  April 

OSl  a tn  TAfh  Irani  a'c  nm- 

tral  hank,  where  any  deal 
has  to  be  cleared. 

? The  comriiy’-S  competition 
authority  has  already  £vcn 
the  merger  a green  light,  and 
the  central  bank  said  fth 
week  ft  would  reach  a deci- 
sion by  the  and  of  March. 
Hermis  is  a tasty  target  It 

to  One  Of  tWO  trading  com. 

merrial  hanks  in  a sector 
where  85  per  cent  of  assets  • 
are  controlled  fry  only  four 
frnnfrg-  VHninna1  Tfemris  and 

the  state-owned  Savings 
bank  and  Agriculture  frank. 


JpKSS; 


Pot  Vilniaus,  the  takeova- 
of  Hermis  is  an  opportiidity 
to  maintain  its  current  raw 
of  growth  and  brace  itself  for 
competition  from  the  foreign 
frnnire  that  are  likely  to 

enter  the  local  market. 

“We  are  too  small  a bank 
to  compete  in  the  central 
European  market."  says  Rai- 
mondas  Kntra,  deputy  chair- 
man of  Vilniaus  bank,  "and 
the  best  way  forward  is  to 
buy  a private  bank." 

Augustas  Staniulis.  ana- 
lyst with  Hansabank  Mar- 
kets, “For  a reasonable 
price,  it  {Hermis]  is  a goal 
acquisition  target  in  the  Bal- 
tics.” k 

But  Hermis  shares  were*; 
overvalued  at  current  leveL1|j| 
A reasonable  valuation . 
would  be  between  70  and  80 
litas,  Mr  Staniulis  says. 
Shares  in  Hermis  were  trad- 
ing at  9690  yesterday. 

Hm-mia  has  its  problems. 
Unlike  its  competitors,  its 
cfljpnt  base  is  thought  to  be 
exposed  to  Russia;  its  finan- 
cial indicators  are  weaker 
than  'those  of  'Vilniaus,  and 
ft  was  not  (dear  whether  it 
had  moved  to  market  its  20m 
Utas  ($5m)  worth  of  Russian 
Eurobonds.  The  level  of  its 
provisions  is  not  known. 

Bat  the  strength  of  a 
merged  bank  would  raise 
strong  second  thoughts  in 
any  foreign  bank  interested 
in  buying  Agriculture  bank 
or  Savings  bank. 

Matej  Vipotnil^A 
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Strategic  Seal  Estate  Advisors  Limited 

. Global  real  estate  investment  advisors 
to  private  investors,  family  foundations  and  trusts 


CAROONE  HOUSE 

.14  FARRINGDON  STREET,  LONDON  EC4 
a commercial  office  building  of 76,000  square  feet/7,060m2 
100%  leased  to  British  Telecommunications  pic  for  a term  of  20  years 

HAS  BEEN  ACQUIRED  FOR 

£28.25  Mil  [.ION 


Metropolis  Strategic  Real  Estate  Advisors  Limited 
acted  as  exclusive  investment  and  financial  advisor  to  the  purchaser 


METROPOLIS  STRATEGIC  REAL.  ESTATE  ADVISORS  LIMITED 
SUTTB  3C  - PRINCES  HOUSE  • 38  JSRMYN  STREET  - LONDON  SWIY  6DN  - ENGLAND 
PHONE  (44JX7I  1*7  8772  ■ FAX  (44)171  287  8872 


LONDON  ■ ZURICH  • NEW  YORK 
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Dizzy  ride 
promises  fresh 
test  of  nerves 

-A The  recent  rush  of  takeover  activity  suggests  that 
’M&A  will  continue  to  dominate  the  headlines, 
writes  Clay  Harris,  Banking  Correspondent 


Mauri  ip- 


World  markets,  and  the 
investment  bankers  whose 
livelihoods  depend  on  them, 
exhibited  a remarkable  resil- 
ience in  the  first  big  chal- 
lenge of  1999  - Brazil's  deci- 
sion to  float  the  real. 

But  this  year  promises 
another  test  of  nerves.  Pros- 
pects have  rarely  looked  so 
rosy,  yet  the  recent  dizzy 
ride  which  for  once  merits 
comparison  to  a roller- 
coaster leaves  many  appre- 
hensive about  what  lies 
around  the  next  curve. 

Throughout  the  tense  Anal 
months  ef  1998  Brazil  had 
/ overshadowed  markets  buf- 
l^ted  for  a year  by  ill  winds 
Yf  from  Asia,  then  blown  off 
• - their  feet  by  Russia's  default 
and  the  glimpse  of  collapse 
provided  by  the  rescue  of  the 
US  hedge  fund  Long-Term 
Capital  Management. 

Investment  banking  activ- 
ity. in  all  Its  manifestations, 
was  prostrate  for  several 
weeks,  sheltering  from  what 
many  feared  would  be  a. 
knockcrut  blow  from  Brazil. 

Merger  and  acquisition 
activity,  on  course  for  a 
record  year,  curled  up  for  an 
onseasonal  hibernation, 
with  a few  notable  excep- 
tions such  as  British  Petro- 
leum’s mid-crisis  merger 
with  Amoco. 

In  bonds  the  rush  to  qual- 
ity. narrowly  defined  as  the 
liquid  US  treasuries,  left 
, other  markets,  especially 
[ Europe’s  hlgh-hopes  high- 
yield  sector,  high  and  dry. 
Initial  public  offerings  simi- 
larly took  a breather. 

Then  skies  suddenly 
cleared  after  what  was  seen 
as  a positive  result  in  Bra- 
zil's election.  With  calm 
returning  to  Asia  and  Russia 
written  off  as  hopeless  but 
containable,  Europe  and  the 
US  took  up  where  they  had 
left  off 

The  value  of  completed 
M&A  deals  hit  a record.  £all- 
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‘Skies  suddenly 
cleared  after  what 
was  seen  as  a 
positive  result  in 
Brazil’s  election’ 


ing  just  short  of  $2,100bn  in 
1998.  The  restructuring  of 
global  sectors  accelerated, 
with  Exxon  and  Mobil  fol- 
lowing the  BP-Amoco  lead 
and  Astra  and  Zeneca  get- 
ting together  in  pharmaceu- 
ticals, followed  this  month 
by  Vodafone  winning  the 
battle  for  US  wireless  coun- 
terpart AirTouch. 

liquidity  returned  to  bond 
markets,  while  equities  in 
the  US  have  been  buoyed  by 
internet  mania  and  Europe 
mainly  sees  only  good  pros- 
pects in  the  introduction  of 
the  euro.  “In  theory  It  is  an 
investment  banker's  dream," 
says  Guy  Dawson,  Merrill 
Lynch’s  co-head  of  European 
investment  banking. 

The  recent  rush  of  take- 
-over activity  suggests  M&A 
(will  continue  to  dominate 
the  headlines.  Worldwide, 
the  big  three  - Goldman 
Sachs.  Merrill  Lynch  and 
Morgan  Stanley  Dean  Witter 

- continued  to  pull  away 
from  the  pack.  Each  advised 
on  deals  accounting  for  more 
than  a quarter  of  total  value. 

Goldman  was  most  bal- 
anced between  the  two  main 
markets.  Its  second  place  In 
both  was  sufficient  to  take 
the  top  prize  worldwide. 
Morgan  Stanley,  with  a com- 
manding S3  per  cent  share  in 
Europe,  saw  its  US  share  fall 
to  245  per  cent. 

hi  contrast,  Merrill  pipped 
Goldman  in  the  US  but  was 
placed  only  seventh  in 
Europe,  albeit  a considerable 
recovery  from  15th  in  1997. 

Huge  deals  can  tend  to 
skew  the  league  tables. 
Hugh  Scott-Barrett.  chief 
executive  of  ABN  Amro  Cor- 
porate Finance,  argues  that 
transactions  in  the  $lbn- 
*8 m range,  sometimes  even 
Jlbn,  are  at  least  as 
“tractive  as  the  huge  block- 
ooster  deals  that  are  much 
®ore  time-consuming  in 
terms  of  resources  and 


ie  require  greater  regulatory 
« scrutiny. 

a.  Richard  Sapp,  Goldman 
U-  Sachs*  head  of  M&A  for 
il-  Europe,  agrees  that  deals  in 
i-  that  range  give  the  tone  of 
the  market.  He  suspects  that 
ss  much  of  the  late  1998  flood  of 
s-  transactions  was  “water 

0 behind  the  dam",  but  there 
y continued  to  be  a benign  ect> 
3 nomic  climate  in  Europe  and 
r-  the  US  and  clear  impetus  for 
s-  consolidation. 

£ At  Lehman  Brothers, 
which  recovered  lost  ground 
il  in  M&A  league  tables  in 
d 1998,  Berth  Rydevik.  co-head 
r-  of  European  investment 
s banking  and  M&A.  argues 
if  that  market  comment  dwells 
t too  much  on  short  term 
e prospects.  But  “big  strategic 
e transactions  don’t  react  to 

1 quick  windshifts",  he  says. 

Despite  the  recovery,  some 
things  have  changed.  Fore- 
i.  most  is  the  attitude  towards 
1 risk.  Above  all,  says  Mr 
t Scott-Barrett:  “Risk  appe- 
1 . tites  will  be  much  more  cau- 
tious." Russia  and  LTCM 
l brought  the  realisation  that 
i risk  models  were  inade- 
i quate.  and  so  in  many  cases 
, were  controls.  Proprietary 

- trading  was  scaled  back  by 

- many  Institutions.  Union 
: Bank  of  Switzerland’s  dalli- 
ance with  LTCM  cost  share- 

- holders  of  the  new  UBS 
i SFr984m  (5715m),  and  cbair- 
: man  Mathis  Cabiallavetta 
r and  three  other  senior  execu- 
■ fives  their  jobs. 

It  even  prompted  a brief 
spasm  of  Swiss  soul-search- 
ing about  whether  UBS 
ought  to  be  exposed  to 
investment  banking  at  all. 
Warburg  Dillon  Read  soon 
got  assurances,  if  that  was 
what  it  was  seeking,  that  it 
was  safe  in  the  UBS  family. 

Barclays  Capital,  the 
slimmed-down  debt  markets 
specialist  which  represented 
the  UK  bank's  own  widely 
applauded  effort  to  to  reduce 
its  exposure  to  investment 
banking,  had  unwelcome 
surprises  from  both  Russia 
and  LTCM.  While  not  lead- 
ing directly  to  the  sudden 
exit  of  Martin  Taylor  as 
chief  executive,  the  setbacks 
contributed  to  the  bank's  cri- 
sis of  confidence. 

Another  “lasting"  change, 
at  least  in  the  time  horizons 
of  investment  bankers,  is  tbe 
damage  done  to  emerging 
markets  operations  and  its 
knock-on  effects. 

Mr  Scott-Barrett  says 
many  fixed  income  depart- 
ments had  been  kept  afloat 
by  emerging  markets  debt 
which  was  perceived  to  be 
low  risk,  high  return. 

M&A  also  benefited 
directly  from  the  trading 
boom  in  debt  and  equity. 
Bonus  pools,  especially  for 
more  senior  executives, 
depend  on  the  results  of  all 
departments.  M&A  depart- 
ments are  resource-inten- 
sive, so  increasingly  will 
have  to  show  their  worth. 

Apart  from  the  heavy  job 
cuts  among  emerging  mar- 
kets specialists,  there  has 
been  a general  drift  down  in 
employment  In  London,  one 
recruitment  specialist  esti- 
mates that  10,000  to  12,000 
people  have  lost  investment 
banking  jobs,  a tenth  of  the 
total,  but  many  have  found 
new  positions. 

Merrill  Lynch’s  public 
announcement  of  a 5 per 
cent  cut  in  jobs  remains  the 
exception.  Others  have  cut 
piecemeal,  perhaps  by  no 
less,  but  minimised  public- 
ity. “European  banks  are 
much  more  concerned  about 
overall  costs  coming  down 
instead  of  focusing  just  on 
the  number  of  heads,"  says 
Rory  Tapner,  WDR's  head  of 
equity  capital  markets. 

In  Asia  there  is  a cautions 
sense  of  recovery.  Some  for- 
eign bankers  grudgingly  con- 
cede - "so  far  it  has 
worked",  says  one  - that 
market  interventions  such 
as  the  share  support  under- 
taken by  Hong  Kong  authori- 
ties and  more  radical  mea- 
sures to  insulate  the 
Malaysian  economy  from 
global  capitalism  appear  to 
have  achieved  their  goal  of 
achieving  stability. 

The  biggest  dampener  on 
M&A  activity  as  the  year 
wears  on  may  turn  out  to  be 


trepidation  about  what  hap- 
pens just  after  midnight  next 
January  1.  Mr  Tapner  sug- 
gests few  buyers  will  want  to 
take  on  new  acquisitions  as 
Y2K  approaches. 

Mr  Sapp  suspects  Y2K 
fears  may  affect  timing  of 
deals.'  Apprehension  has 
been  spotted  by  Bernard 
Taylor,  head  of  corporate 
finance  at  Flemings,  who 
says:  “I  have  seen. people 
contemplate  things  and  then 
decide  not  to  do  it  now." 
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The  more  challenging  the  markets, 
the  more  crucial  your  choice  of 
financial  partner. 

We  have  what  it  takes  to  deliver 
innovative  global  solutions 
again  and  again. 

Deutsche  Bank  - Shining  through 
in  all  market  environments. 


Continental  AG 


€ 15  Mon 

Symficaad  Revolving  Credit  FadAiy 
for 

USDUQ  BBDon 

Acouiation  of  ITT  Automotive  Brake 
and  Oiaasb  Systems 

Sole  Arranger  and  Financial  Adviser 

DeewnbnrIBM 


WiJDs  Corroon  Group  pie 


GBPB5T  MBh» 

Acquiafrton  by  Trinity  Acquiesjon  pic. 
a company  formeo  el  the  direction 
of  KoMberg  Kravis  Roberts  & Co.  kR 


Daim^Qsrysler 

DalmierChryslar  AG 


USMSBMbb 

r irhnnnn  Hrtii  fnr  nil  liiiieliaiillnu 
shares  of  Dabnlar-Baa  AO  • 
usns  borob 

Merger  of  ttamlenOanz  AGwhb 
Otrysler  Corporation 
Dealer  Manager  and 
Joint  financial  Adviaar 

November  1B96 


BfttSA  - Auto-estradas 
da  Portugal.  SJV. 

nratuBMos 
Secondary  Shore  Oflar*ig 


Joint  Global  Ca-onCnator 
and  Bookrunner 


Financial  Adviaar 
September  JB96 


H-U»R»S‘T 

Pt»UiU:*G  HUMID 

Hurst  Publishing  Limited 


AsouleUon  by  BC  Partner* 
SBPfBWha 
Senior  Debt  FacUtteS 
ssmifflion 

Maoanine  Bridge  feu'ftv  lo  a High 
Yield  Bond  dua  3008  ar  11.2SK 

Data  Arranger  and  Underwriter 


!> FAR  SON 


Paarson  pk 


Tann  Loan  and  RavoMng  Credit 
Facilities 


Joint  Lmd  Arranger  and  Underwriter 


Consort 


1 Consort  Healthcare 
i (Edinburgh  Royal  Infirmary) 
Limited.  UK 

OS passman 

Senior  Defat  Facikties 

for  * new  BSB  bed  boapital  in 

Edinburgh 

financial  Advtaer.  Lead  Arranger 
and  Underwriter 


Bectricft*  do  Franco 


€ 1 Bllon 

5JKK  Pan- Euro  Bond  dua  2000 


Bookrunner  end 
Joint  Lead  Manager 


^TELECOM 

SPT  Telecom  (Czech 

Republic)  Finance  B.V. 
guaranteed  fay  SPT  TELECOM.  * 


DEM7BOMHai 
5.126*  Eurobond*  due  2003 


November  1990 


CORE  1998-1 
Limited 


MuRLtnnehe  Tfatm  Cadateralfasd 
Loan  OfaBgation 
Aaaat-Badad  Notes  dua  2006 


K\MP 


AMP  Limited 


AUDSA  BBflon 
Initial  Public  Offering 


Joim  Global  OonSnator 

and  Join  Bookrunner 


Deutsche  £11  _ f 
Telekom  TV  " “ 
Deutsche  Telekom 

International  Finance  B.V. 
(Amsterdam,  MJ 

guarantied  by  Deutacha  IWakom  AO 


5JS&  Eurobonds  duo  2006 


Join!  Bookrunner 


PPN  Pawor  GenontSng 
Company 


Structured  JEXIMAWTI 
Export  Financing  Fadllty  tor 
Construction  a 33D  MW  CCGT 
Poww  Plant  in  Tamil  Nadu,  India 


Amngnr  and  Agam 


E D 1 Z I O N E 
HOLDING 

EcGaJom  Finance  S A. 


numBBea 

2%  Exchangeable  Noun  ln«o 
Benacion  Him  due  2003 


Bookrunner 

•nd  John  Lead  Manager 


Philip  Morris  Finance 
(Cayman  Islands)  Ltd 


DteBBUm 

&62E%>  Eurobonds  due  2006 


Joint  Boetounner 


mwe 

krteraational  Finance 
Corporation 


USD!  BBflon 

BJ5%  Embonda  due  2003 


Lead  Manager 


Aeptc»-8J  te  Dauarra  BarJ  AG  London.  ragutMBd  by  SFA  tor  the  conduct  of  inwamem  buu^ss 
m >J*~  r.-rs  Mr.rc«  desuted  r flu  adveniaameni  are  provided  by  Deutsche  Bank  AG  or  by  its 
ytfe-rtmps  aryjor  aWigtK  n accontoKB  with  appropriate  local  tegalaoon  and  regulation. 
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EUROPEAN  M&A  by  Clay  Harris,  Banking  Correspondent 


Pipeline  of  pending 
deals  is  full 

The  new  single  currency  plays  only  a supporting  role  to  deeper 
trends  shaping  the  corporate  restructuring  of  Europe 


After  a record  year  for 
European,  mergers  and 
acquisitions,  despite  twists 
and  turns  along  the  way, 
investment  bankers  in  the 
region  are  expecting  much 
more  of  the  same  in  1999. 

Bank  after  bank  reports  Its 
‘'pipeline"  of  pending  deals 
more  full  than  ever.  And, 
although  the  euro  has 
grabbed  the  spotlight  in 
recent  months,  most  M&A 
advisers  see  the  new  single 
currency  in  a supporting 
role  to  much  deeper  trends 
shaping  the  corporate 
restructuring  of  Europe. 

Michael  Zaoui,  co-head  of 
M&A  at  Morgan  Stanley 
Dean  Witter,  the  leading 
adviser  in  Europe  in  1998, 
sees  three  factors  driving 
takeover  activity  - the 
favourable  environment  cre- 
ated by  the  strength  of 
underlying  equity  and  capi- 
tal markets,  the  basic  need 
for  consolidation  since  there 
have  been  few  truly  pan-Eu- 
ropean combinations  so  far 
and  the  emergence  of  strong 
deal  culture. 

‘'Europe  is  a very  difficult 
place,"  says  Mr  Zaoui.  “Stra- 
tegic deals  are  welcomed  by 
the  market  as  a way  to  make 
share  prices  progress  faster 
and  to  improve  growth  pros- 
pects." 

Ron  Freeman,  Salomon 
Smith  Barney’s  co-chief 
executive  for  Europe,  agrees: 
“Everywhere  in  Europe  you 
feel  a push  for  more  earn- 
ings growth.  Earnings  sud- 
denly matter." 

Recent  falls  in  interest 
costs  are  comparable  to 
many  companies’  pre-tax 
margins,  Mr  Freeman  says, 
creating  a “tremendous 
opportunity  to  effect  struc- 
tural change  and  get  earn- 
ings growth  and  returns 
more  competitive  with  the 
US". 

Noting  that  the  value  of 
US  merger  activity  is  nor- 
mally more  than  twice  the 
size  of  that  in  Europe,  Klaus 
Diederlchs,  co-head  of  global 
M&A  at  J.  P.  Morgan,  says: 
“1  think  that  relationship 


will  change  in  favour  of  the 
European  market" 

But  activity  is  by  no 
means  limited  to  vanilla 
M&A.  The  intention,  to  hive 
off  industrial  holdings,  as 
announced  by  Deutsche  and 
Dresdner  banks,  or  to  under- 
take radical  restructuring,  as 
planned  by  Siemens,  is 
breaking  new  ground. 

Mr  Diederichs  says:  “What 
Siemens  did  three  months 
ago  would  have  been  totally 
unthinkable  even  nine 
months  ago." 

But  what  many  bankers 
had  found  perfectly  think- 
able all  year  - a big  cross- 
border  European  merger  In 
their  own  sector  - failed  to 
emerge  despite  expectations 
in  the  wake  of  the  Union 
Bank  of  Switzerland-Swiss 
Bank  Corporation  deal 
wnrtniTnrpri  late  in  1997. 

Cross-border  deals  have 
been  limited  to  regional  link- 
ups such  as  the  Finnish- 
Swedish  MeritaNordbanken 
and  Den  Danske  Bank’s 
foray  into  Norway  to  buy 
Fokue  Bank,  which  waits 
Oslo’s  approval. 

In  contrast,  ABN  Amro 
found  itself  too  foreign  even 
for  its  near  neighbours  in 
Brussels  at  Gdndrale  de 
Banque,  who  preferred  take- 
over by  Belgian-Dutch  rival 
Fortis.  What  was  lacking 
was  a transforming  merger 
within  the  core  of  the  new 
euro  zone.  Deutsche  Bank,  a 
leading  ramffdatp  to  partici- 
pate in  such  a merger,  talked 
“Europe  first"  but  instead 
spent  $9.7bn  of  its  money  on 
Bankers  Trust 

Advisers  in  the  sector  are 
deeply  divided  over  whether 
this  particular  dog  will  bark 
in  1999.  Some  maintain  that 
the  big  merger  will  come 
this  year.  Others  expect  a 
further  period  of  domestic 
consolidation  like  that  seen 
in  Italy  and  Bavaria.  The 
$31.8bn  Spanish  merger 
announced  two  weeks  ago  by 
Banco  Santander  and  Banco 
Central  Hispano  Is  evidence 
for  the  latter  view. 

Banks  in  France  and  the 


United  Kingdom  may  hold 
the  key.  but  there  are  huge 
questions  in  each  country. 
The  game  plan  in  Paris  for 
the  privatisation  of  Credit 
Lyonnais  appears  to  make 
radical  consolidation  less 
rather  than  more  likely. 

British  banks,  meanwhile, 
are  hobbled  by  their  own 
profitability,  which  makes 
almost  any  takeover  look 
unattractively  dilutive  to 
institutional  investors  with 
short-term  views  of  share- 
holder value.  The  departure 
of  Barclays’  chief  executive 
Martin  Taylor,  who  was 
exploring  European  options 
before  his*  sudden  exit, 
appears  to  make  an  imagina- 
tive leap  of  faith  even  less 
likely.  Many  expect  UK 
banks  to  remain  on  the  side- 
lines until  the  country  sorts 
out  its  fixture  relationship 
with  the  euro. 

Charles  Packshaw,  a man- 
aging director  at  Lazard 
Brothers,  is  circumspect 
about  the  British  M&A  out- 
look in  general.  Noting  “a  lot 
of  M&A  activity  is  confi- 
dence-driven", he  will  be 
watching  closely  to  see  bow 
the  economy  develops  in  the 
first  quarter. 

Gurqpe-wide,  Hugh  Scott- 
Barrett,  chief  executive  of 
ABN  Amro  Corporate 
Finance,  says:  “We  see  activ- 
ity being  sustained  at  a level 
disproportionate  to  the  time 
in  the  cycle  we  seen  to  be 
entering. " He  sees  cross^or- 
der  activity  spreading  to  sec- 
tors such  as  retailing,  trans- 
port and  building  products. 

It  is  in  cross-border  deals 
that  Mr  Scott-Barrett 
believes  the  euro  wfll  begin 
to  make  itself  felt.  The 
Increased  willingness  of 
institutions  to  take  sure-de- 
nominated shares  as  they 
broaden  their  horizons 
would  underpin  M&A  activ- 
ity, enhancing  the  ability  to 
execute  a cross-border 
merger.  But  this  factor 
would  be  primarily  ah  ena- 
bler. Deals  would  continue 
to  be  driven  by  industrial 
forces. 
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US  M&A  by  William  Lewis  in  New  York 


Year  of  the  mega-peal  for 
Wall  Street  bankers 

Advisers  can  still  scarcely  believe  how  buoyant  the  market  Was  in  1998  with  the.  value 
of  deals  up  54  per  cent  from  1997  • /- .-  ■}, 


The  year  1998  was  the  best 
so  far  for  Wall  Street’s  merg- 
ers and  acquisitions  bankers. 
Globally,  the  value  of.  all 
transactions  . announced 
reached  no  less  than 
$2.58Lbn,  up  54  per  cent  from 
the  $l,676bn  announced  In 
1997.  In  the  US.  according  to 
IFR  Securities  Data,  the  pro- 
vider of  merger  and  financ- 
ing Information,  domestic 
announced  M&A  transac- 
tions exceeded  $l,620bn, 
from  more  than  11,400  deals. 

“The  year  we  have  just 
had,  whatever  superlative 
you  want  to  use,  was  won- 
derful." says  Steven  Koch, 
co-head  of  M&A  at  Credit 
Suisse  First  Boston. 

“We  are  moving  to  a world 
where  we  are  going  to  have 
a steady  level  of  activity. 
There  is  no  going  back  to  an 
era  when  M&A  was  not  a 
central  element  of  a compa- 
ny’s strategic  development," 
he  says. 

Goldman  Sachs  was  the 
leading  financial  adviser 
worldwide.  It  advised  on 
announced  deals  worth 
J960bn.  giving  it  a market 
share  of  3&2  per  cent  It  was 
also  top  of  the  worldwide 
completed  deal  ranking 
table,  with  a rank  value  of 
$597bn  and  a market  share 
of  28.6  per  cent 

Mac  Heller,  head  of  global 
M&A  at  Goldman  Sachs  and 
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co-chief  operating  officer  of 
the  investment  hanking  divi- 
sion. says:  “Our  activity 
reflects  the  market’s  activity 
as  a whole.  The  activity  has 
been  strong. across  all  geog- 
raphies and  all  industry  sec- 
tors." 

Tn  Europe,  Goldman  Sachs- 
ranked  second  behind  Mor- 
gan Stanley  Dean  Witter  as 
the  leading  financial  adviser 
of  completed  M&A  transac- 
tions involving  a European 
target  with  an  acquirer  from 
any  nation.  “Our  European 
business  has  always  been  a 
very  important  part  of  our 
global  franchise,  and  we  are 
expecting  the  historic 
restructuring  in  that  region 
to  continue  this  year,"  says 
Mr  Heller. 

In  global  announced  deals, 
Morgan  Stanley  ranked 
third,  with  a market  share  of 
25.3  per  cent,  behind  Gold- 
man and  Merrill  Lynch, 
which  had  25^  per  cent 

Below  tire  top  trio  of  Gold- 
man, Merrill  and  Morgan 
Stanley,  a second  tier 
appears  to  have  taken  shape. 
Salomon  Smith  Barney, 
CSFB  and  JO*.  Morgan  all 
achieved  a market  share  of 
more  than  iq  per  pent  last 
year,  while  Lehman  and 
Donaldson,  Lufkin  & Jen- 
rette  achieved  9.1  per 
cent  and  8 2 per  cent  respec- 
tively. ■ 

Jacques  Aigrain.  co-head 
of  global  M&A  at  JJP.  Mor- 
gan says:  “We  believe  there 
is  enough  space  for  five  to 
six  ifiarifng  firms  on  a global 
scale,  each  of  them  having 
an  equal'  standing  in 


taring  of  their  breadth  and 
ability."  He  adds:  The  mar- 
ket in  tbe  US  was  npfer  per 
cent  for  the  year,  apd  we 
were  up  143  per  cent"!  Klaus 
Diederichs,  JP  Morgan’s  co- 
head of.  global  M&Aj  says: 
“We  had  the  best  ye®*  ever 
for  the  film  in  M&A.  The 
bottom  line  is  we  had  a great 
year.”  The  bank  was  espe- 
cially proud  of  ranking  third 
in  deals  involving  a Euro- 
pean party  on  either  side. 

Advisers  benefited  from  an 
unprecedented  mega-deal 
boom.  Says  Gary  Parr,  co- 
head of  M&A  at  Morgan 
Stanley  Dean  Witter  “What 
defined  the  past  year  was 
firstly,  the  big  deals.  Compa- 
nies that  we  never  would 
have  imagined  merging, 
agreed  to  merge.”  The  mega 
riealn  include  Daimler-Benz’s 
$40.5  bn  acquisition  of  Chrys- 
ler, and  British  Petroleum's 
$S5bn  takeover  of  Amoco. 

Mr  Parr  points  out  that 
1998  was.  also  the  year  of 
paper.  "An  increasing 
amount  of  deals- are  being 
done  as  all-stock  or  part 
stock  and  part  cash."  While 
the  Russian  financial  crisis 
caused  a fall  off  in  deal 
activity  for  several  weeks  in 
the  third  quarter,  Mr  Parr 
says  be  never  saw  managers' 
confidence  shaken. 

Another  of  the  year’s  dom- 
inant- themes  was  the 
increased  number  and  size  of 
crass  header  deals.  Securities 
Data  recorded  tbe  announce- 
ment of  more  than  $672bn  in 
crass  border  M&A  deals,  up 
from  $393bn  in  1997  and 
$274bn  in  1996.  Thus,  more 


than  one  . in  every  four  dol- 
lars in  announced  worldwide 

M&A  was  involved  in  a 
cross-border  transaction," 
says.  Securities  Data.  But 
hostile  deals  were  almost 
non-existent..  Mr  Parr  says 
be  expects  this  to  continue 
again  in  1999.  “We  don’t 
need  to  do  hostiles  when 
people  are  willing  to  talk." 

M&A  bankers  -differ  in 
their  views  about  whether 
there  will  be  a a continua- 
tion of  the  boom  in  1999. 

Nevertheless,  a bandful  of 
industries  look  certain  to 
HmHtma  consolidating,  such 
as  oil  and  auto. 

Richard  Bott,  vice  chair- 
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jack  Levy-.  Merrill  Lynch  s 
global  head  of 
“Assuming  a slor.dr-,.:^  • 
bank  and  telecom  y 
likely  stock  market  vn 
and  a conservative  view 
about  the  US  economy.  * 
think  the  year  ahead  .or 
M&A  is  likely  to  be  flat 
down  over  1993.  That  «jd.  i 
really  hope  I'm  wrong. 

His  view  is  supported  k? 

bankers  specialising  in  rang- 
ing and  telecoms,  who  .<«> 
that  the  spate  of  mesa-dcai* 
announced  in  199S  are 
unlikely  to  continue  in  IW. 

Other  worries  include  the 
potential  impact  of  Y2K  ''the 
millennium  computer  bumb 
threatening  the  system*  of 
companies  which  have  failed 
to  adapt  their  software)  ac 
tbe  deal  business. 

Joseph  Perella,  head  of 
investment  banking  at  Mor- 
gan Stanley,  says:  “I  am  anx- 
ious about  Y2K.  There  has 
not  been  any  business 
history  to  reflect  on  how  we 
are  going  to  get  through 
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THE  EURO  by  George  Graham,  Banking  Editor 


Table  spread  for  M&A  feast 

A large  new  capital  market  seems  certain  to  encourage  more  cross-border  mergers 


For  strategists  and  project 
managers  who  have  spent 
the  last  three  years  prepar- 
ing for  the  launch  of  Euro- 
pean economic  and  mone- 
tary union,  the  birth  of  the 
euro  has  often  seemed  like 
the  most  momentous  event 
in  investment  banking  since 
tbe  invention  of  the  Interest 
rate  swap. 

Others,  however,  feel  that 
tbe  euro,  while  significant, 
may  be  overrated.  It  must 
surely  help  the  movement 
towards  tbe  creation  of  a 
European  single  market  in 
financial  services  but  will 
not  be  enough  on  its  own  to 
overcome  - significant 
national  tax  and  legal  obsta- 
cles. 

The  mechanics  of  launch- 
ing the  euro  went  more 
smoothly  than  anyone  had 
dared  to  predict  The  move- 
ment of  payments  around 
Europe  has  not  proved  easy 
to  manage,  with  large  trans- 
fers often  ending  up  at  the 
right  account  but  in  the 
wrong  country.  Last  minute 
payments  bottlenecks 
caused  many  banks  to  make 
heavy  use  of  the  European 
Central  Bank’s  emergency 
lending  and  deposit  facilities 
in  the  early  days  of  January. 
However,  most  markets 
moved  over  without  a hitch 
to  the  new  currency. 

With  the  mechanics  safely 
installed,  banks  are  now 
more  optimistic  that  the 
broader  economic  effects 
predicted  to  result  from  Emu 
can  start  to  work  their 
magic.  These  results  are 
expected  to  stem  not  just 
from  the  presumption  that 
the  introduction  of  a single 
currency  will  lead  to  the 
existence  of  single  deep  and 
liquid  capital  market,  but 
also  from  the  fiscal  disci- 
plines imposed  by  the  aban- 
doning of  national  control 
over  monetary  policy. 

There  is  little  disagree- 
ment on  the  general  direc- 
tion of  change.  Most  Invest- 
ment banks  agree  that 
cross-border  flows  of  funds 
are  likely  to  increase,  that 
pension  funds  will  Increase 
in  importance  in  continental 
Europe,  and  that  asset- 


backed and  corporate  bond 
markets  will  develop  as  they 
have  in  the  US. 

“L  think  the  creation  of  the 
euro  will  foster  the  growth 
of  the  capital  markets  in 
Europe  in  a way  which  will 
be  very  healthy  for  Europe, 
very  competitive  and, 
frankly,  a great  opportunity 
for  us,"  says  Thomas  Labrec- 
que,  president  and  chief 
operating  officer  of  Chase 
Manhattan,  tbe  US  bank. 

Where  opinions  diverge  Is 
on  the  pace  of  change. 

“We  believe  that  the  con- 
ventional wisdom  overstates 
the  speed  at  which,  this  will 
happen.  It  seems  likely  to 
take  five  to  seven  years  to 
see  major  change."  accord- 
ing to  a report  from  Julian 
Wahnsley.  research  fellow  at 
jhg  r ntoma  tinna  i Securities 
Markets  Association  Centre 
in  Reading  and  Tony  Tom- 
lins, head  of  investment 
banking  at  Computer  Sci- 
ences Corporation,  the  con- 
sultancy. 

In  the  mergers  and  acqui- 
sitions market,  too,  there  is 
consensus  that  industries 
which  have  until  -now 
mainly  looked  at  in-market 
mergers  will  gradually  start 
to  look  across  borders.*  Yet, 
there  remains  disagreement 
on  how  fast  this  will  .take 

place. 

Attention  is  focused  most 
notably  on  the  bank  sector, 
which  is  expected  to  be  the 
industry  most  - directly 
affected  by  the  birth  of  the 
euro.  Until  now,  cross-border 
activity  in  retail  banking  has 
been  largely  restricted  to-the 
Nordic  region  and  Benelux. 
Even  with  monetary  union 
now  in  place,  in-market 
deals  are  likely  to  remain 
the  most  prominent,  as  the 
merger  of  Banco  Santander 
and  Banco.  Central  Hispano 
in  Spain  indicates. 

Nevertheless,  the  table 
now  appears  to  be  set  for  an 
M&A  feast  of  a kind  that 
still  appeared  unlikely  just  a 
year  ago. 

Don  Mettzer,  head  of  Euro- 
pean M&A  at  Credit.  Sui^e 
First  Boston,  argues  ’ that 
recent  deals  such  as  Astra/ 
Zeneca,  Total/Petrofina  and 


Vodafone/Airtouch  provide 
new  evidence  that  investors 
are  willing  to  accept  paper 
in  cross-border  transactions. 

“The  deals  in  Europe  until 
the  last  six.  months  of  last 
year  were  by  and  large  -being 
done  for  cash.  The  ability  to 
use  your  shares  as  an  acqui- 
ror opens  up  the  floodgate." 

Even  in  banking,  th»t 
floodgate  could  take  a.  sur- 
prising turn.  After  a decade 
Of  in-market  consolidation  in 
the  OS  banking  industry^ 
some  of  the  giant  institu- 
tions that  have  emerged  at 
the  top  of  the  heap  are 
storting  to  raise  their  eyes  to 
the  hills.  In  baseball  terms. 


they  wonder  whether  the 
are  now  in ' the  sevent 
inning  of  a nine  innin 
game. 

Analysts  at  Merrill  Lync 
now  see  the  possibility  of 
major  US-  commercial  ban 
following  tbe  Wall  Sire* 
investment  banks  along  ti 
acquisition  trail  into  Europ 

“Just  as  Daimler/Chrysh 
and  BP/Amoco  are  redrav 
ing  the  map  in  their  respa 
tive  industries,  so  we  see  th 
prospect  of  US  banks,  final] 
achieving  global  scale  aflt 
decades  of  regulatory  restrii 
tion,  reaching  across  th 
Atlantic  to  establish  Eun 
pean  bridgeheads." 
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RISK  MANAGEMENT  by  George  Graham 


GLOBAL  INVESTMENT  BANKING  3 


"’Scientific  certainties  have  taken  a beating 


Last  summer's  banking  troubles  exposed  the  fallibility  of  existing 
risk  measurement  tools 


Recent  years  have  seen  huge 
advances  in  turning  risk 
management  into  a science. 
After  the  series  of  ftnaftmui 
cataclysms  that  have  buf- 
feted investors  and  lenders 
over  the  past  15  months, 
however,  scientific  certain- 
ties have  taken  a beating. 

Several  international 
banks  that  had  appeared  to 
be  at  the  forefront  of  theoret- 
ical discussions  of  risk  bad 
to  eat  humble  pie  after  the 
summer’s  financial  turmoil 
threw  up  losses  unpredicted 
Jv  their  internal  risk  mod- 


Banlts  such  as  UBS  and 
Barclays  came  adrift,  run- 
ning up  losses  in  Russian 
government  bonds  or  in 
Long  Term  Capital  Manage- 
ment’s hedge  fund  out  of  all 
proportion  to  the  risks  their 
shareholders  thought  they 
were  running.  Other  banks 
acknowledged  that  their 
models  for  market  risk  had 
been  overtaken  by  the  sum- 
mer's events. 

Bankers  Trust,  the  US 
wholesale  bank,  reported  in 
its  results  for  the  quarter  to 
September  30  that  in  five 
days  during  the  period  its 


HEDGE  FUNDS  by  Jane  Martinson 

Memory  loss 
after  last 
year’s,  trauma 

Investment  banks  are  choosing  to  forget 
the  kind  of  trouble  caused  by  the 
near-collapse  of  LTCM 


lining  the  debacle  over 
,/bng-Term  Capital  Manage- 
ment. more  than  one  public 
commentator  quipped  that 
the  world's  largest  hedge 
funds  were  called  Goldman 
Sachs.  Deutsche  Bank  and 
Merrill  Lynch. 

The  near-collapse  of  the 
Connecticut-based  hedge 
fund  last  September  pushed 
the  relationship  between 
investment  banks  and  hedge 
funds  into  the  public  spot- 
light. The  willingness  of  a 
collection  of  Wall  Street’s 
finest  investment  bankers  to 
step  in  to  sort  out  the  mess 
with  a $3.6bn  bail-out  raised 
questions  about  the  indus- 
try’s involvement  in  the 
first  place  and.  in  parti- 
cular, its  desire  to  fund 
investment  vehicles  with 
few  controls. 

Alin  the  aftermath  of  the 
t ■■fair,  as  the  world’s  mar- 
'Wets  plummeted  amid  fears 
of  a global  meltdown,  few 
investment  bankers  wanted 
to  admit  to  trading  relations 
with  these  market  pariahs.  A 
sense  of  wildly  escalating 
credit  risks  prompted  many 
investment  banks  to  squeeze 
their  hedge  fund  clients  hard 
by  raising  margin  require- 
ments on  the  money  they 
had  lent  Industry  analysts 
predicted  that  hedge  funds 
would  become  forced  sellers 
on  a massive  scale  as  they 
tried  to  raise  money  to  meet 
the  new  margin  demands. . 

But  then  the  atmosphere 
improved,  almost  as  sud- 
denly as  it  had  deteriorated. 
A series  of  interest  rate  cuts 
, »in  the  US  and  elsewhere  was 
rW  credited  with  saving  a stock 
|Tjjp  market  collapse  and  many 
■ struggling  hedge  funds, 
including  LTCM. 

The  sense  of  relief  has  not 
yet  erased  the  trauma  of 
those  autumn  months.  Mar- 
gins for  all  but  the  largest  or 
most  credit-worthy  hedge 
funds  are  still  not  back  to 
pre-LTCM  levels,  but  they 
have  eased  off  since  the  dark 
days  of  the  credit  crunch. 
Nicola  Meaden,  a director  at 
Tass  Management,  a hedge 
fund  research'  organisation, 
said:  "Margins  are  not  back 
where  they  were  in  August 
but  the  pendulum  has  cer- 
tainly swung  back  a bit  1 
suppose  we  all  have  very 
short  memories." 

Mark  Harrison,  head  of 
international  prime  broker- 
age at  Deutsche  Bank,  which 
is  keen  to  expand  its  busi- 
ness In  the  area,  said:  “Mar- 
. ket  events  in  October  didn’t 
change  the  picture  for 
.fthase  interested  in  the  prime' 
’ brokerage  market" 

It  was  the  behaviour  of 
their  proprietary  trading 
desks,  which  buy  and  sell 
securities  on  the  banks’  own 
accounts,  which  prompted 
the  view  that  they  were  act- 
ing as  hedge  funds.  But  the 
frontline  of  the  relationship 

between,  investment  banks 
and  hedge  funds  runs  along 
their  prime  brokerage 
operations.  . 

Prime  brokerage  involves 
financing,  lending,  clearing 
and  custody  of  securities  foe 
hedge  funds.  Most  banks  typ- 
ically help  fledgling  hedge 
funds  with  start-up  expenses 
in  order  to  kick-start  what 
they  hope  will  . be  a 
long-term  relationship. 

Banks  are  keen  cm  these 
•ri  kinds  of  links  because  of  the 
Nhigh  levels  of  fee  income 
1 1 generated  from  hedge  fund 
business.  The  funds  will  pay 
to  act  on  decisions  Immedi- 
ately in  all  the  world’s  mar- 
kets. Most  of  an  investment 
bank’s  fees  come  from  the 
Of  financing  but  Other 


parts  of  the  relationship, 
such  as  execution  and  pro- 
cessing, all  provide  income. 
Unlike  most  other  invest- 
ment banking  clients,  hedge 
funds  also  pay  for  bets  In 
both  directions,  long  and 
short. 

Richard  Harriton.  presi- 
dent of  Bear  Stearns  Securi- 
ties, which  has  about  850 
hedge  fund  clients,  says 
prime  brokerage  provides 
higher  rates  of  return  than 
the  US  investment  hank's 
four  other  divisions.  Rather 
than  being  hurt  by  the 
LTCM  debacle  - Bear 
Steams  was  the  hedge  fund's 
main  processor  - Mr  Ham- 
ton  says  that  the  bank  bene- 
fited from  the  sense  of  chaos. 
“We  didn’t  have  any  prob- 
lems during  the  credit 
crunch  because  of  our  risk 
systems."  he  says.  “Others 
were  changing  their  margin 
requirements  so  we  picked 
up  substantial  business  from 
our  competitors.” 

Rivals  argue  that  Bear 
Stearns  is  so  keen  to  J 
Increase  its  prime  brokerage 
operations  outside  the  US 
that  it  is  willing  to  keep  its 
margins  deliberately  low.  Mr 
Harriton  denies  this.  “New 
hedge  funds  feel  comfortable 
that  we  aren’t  going  to 
squeeze  them."  he  says. 

Bear  Steams  was  one  of  a 
group  of  12  banks  which 
formed  a high-level  policy 
group  on  counterparty  risk 
management  this  month  fol- 
lowing concerns  over  per- 
ceived failures  in  risk  analy- 
sis during  the  crisis.  The 
group’s  formation  was 
widely  seen  as  an  attempt  by 
the  industry  to  put  its  own 
house  in  order  to  head  off 
the  threat  of  .direct  regula- 
tion. 

Such  threats  have  toiled  to 
deter  many  market  partici- 
pants. however.  One  sign  of 
continuing  enthusiasm  for 
dealing  with  hedge  funds  is 
the  number  of  new  entrants 
queueing  up  to  enlist  prime 
brokerage  clients.  Deutsche 
Bank,  which  appointed  a 
small  team  to  set  up  its 
prime  brokerage  operations 
two  years  ago.  won  its  first 
hedge  fund  client  for  inter- 
national securities  earlier 
this  month.  It  has  been  oper- 
ating in  the  US  market  since 
last  year. 

Mark  Harrison,  who  Joined 
the  German  bank  from  Mor- 
gan Stanley,  the  US  invest- 
ment bank,  said  there  is  no 
fundamental  reason  why  US 
firms  should  continue  to 
dominate  the  prune  broker- 
age market.  "The  prime  bro- 
kerage business  should 
really  be  owned  by  the  Euro- 
pean banks."  be  says,  citing 

natural  advantages  such  as 
credit  strength,  healthy  bal- 
ance sheets  and  strong  local 
brokerage  networks. 

Other  European  banks  are 
understood  to  be  interested 
in  the  business  in  spite  of 
the  experience  of  the  conti- 
nent’s trailblazer,  UBS,  over 
the  LTCM  affair.  Four  senior 
executives  at  UBS.  including 
Mathis  Cabjallavetta.  the 
chairman,  left  because  of  the 
Swiss-owned  bank’s  SFr9S4m 
loss  relating  to  LTCM. 

Hedge  binds  have  suffered 
a greater  than  average  num- 
ber of  client  redemptions 
since  the  year-end  but  early 
reports  -suggest  that  such 
redemptions  are  nowhere 
near  the  levels  feared  during 
the  dark  days  of  October.  If 
this  health  persists,  invest- 
ment banks  are  unlikely  to 
withdraw  from  their  involve- 
ment in  a very  profitable 
area,  at  least  until  the  next 
trauma. 


trading  account  losses  had 
exceeded  its  one  day,  one  per 
cent  value-at-risk  calculation 
- a figure  that  statistically, 
and  in  fact  over  the  last 
three  years,  would  be 
exceeded  on  just  one  day  in 
a hundred-  J.P.  Morgan,  too. 
reported  that  daily  trading 
results  bad  fallen  below 
average  more  often  than  its 
market  risk  models  had  pre- 
dicted, because  of  the 
unprecedented  increase  in 
volatilities. 

Merrill  Lynch,  the  invest- 
ment bank,  noted  in  Its  fil- 
ing that  credit  spreads  in 
emerging  markets  had  never 
widened  by  more  than  200 
basis  points  over  a one 
month  period,  yet  in  three 
weeks  at  the  height  of  last 
summer's  crisis  they  wid- 
ened by  900  basis  points. 

“A  common  risk  measure- 
ment tool  such  as  value-at- 
risk,  even  using  a 99  per  cent 
confidence  level,  would  only 
have  considered  a widening 
of  approximately'  200  basis 
points.” 

In  Russia,  few  banks  bad 
given  much  thought  to  the 
likelihood  that  the  govern- 
ment might  default  on  its 


domestic  debt.  With  LTCM, 
banks  had  failed  to  check  on 
the  fund’s  indebtedness  to 
other  creditors,  and  so  did 
not  realise  the  massive 
extent  of  its  leverage. 

A group  of  12  international 
banks  this  month  recognised 
the  need  for  improvements 
in  risk  management  tech- 
niques when  they  formed 
the  “Counterparty  risk  man- 
agement policy  group".  The 
group,  co-chaired  by  Gerald 
Corrigan,  former  president 
of  the  New  York  Federal 
Reserve  and  a partner  at 
Goldman  Sadis,  »nH  by  Step- 
hen Tbieke,  chair  of  the  risk 
management  committee  at 
JJ*.  Morgan,  sprang  out  of 
last  year’s  market  turmoil, 
especially  the  LTCM  debacle, 
and  aims  to  develop  a set  of 
industry  standards  by  the 
spring. 

“The  intent  is  to  promote 
enhanced  best  practices  in 
credit  and  market  risk  man- 
agement and  in  compiling 
key  information  relative  to 
such  practices,  including, 
where  appropriate,  reporting 
such  information  to  regula- 
tors and  supervisors."  the 
group  said  in  an  announce- 
ment. 

A critique  last  month  from 
the  International  Monetary 
Fund  raised  questions  about 


the  adequacy  of  the  risk 
modelling  and  portfolio  man. 
agement  systems  used  by 
banks  and  other  financial 
institutions.  The  IMF  said 
typical  VaR  models  under- 
stated the  likelihood  of 
extreme  events  and  assumed 
that  the  processes  generat- 
ing market  prices  were  sta- 
ble. They  also  found  it  diffi- 
cult to  assess  the  risk  of 
default  and  the  liquidity  risk 
of  being  unable  to  unwind  a 
position  without  unsettling 
the  market 

Risk  specialists  do  not 
quibble  with  many  of  these 
criticisms.  Ethan  Berman, 
chief  executive  of  RiskMe- 
trics  - a company  spun  off 
from  J.P.  Morgan’s  Internal 
risk  management  group 
which  develops  and  markets 
risk  management  tools  for 
financial  markets  - agrees 
that  one  of  the  biggest  prob- 
lems with  VaR  models  is 
that,  while  they  tell  you 
what  your  maximum  expec- 
ted lass  would  be  on.  say  99 
days  out  of  100,  they  do  not 
tell  you  whether  your  loss 
on  that  100th  day  will  be  one 
more  than  that  maximum,  or 
one  million  more. 

“What’s  the  most  you  can 
ever  lose?  Everything  times 
your  leverage,"  he  say’s. 

Marc  Lory,  cochairman  of 


Gerald  Corrigan:  looking  for  new  risk  standards 


the  Global  Association  of 
Risk  Professionals,  argues 
that  VaR  models  create  a 
false  sense  of  security 
among  bank  executives  who 
do  not  understand  what  the 
models  do  and  do  not  tell 
them. 

The  difficulties  are  com- 
pounded when  portfolio 
modelling  techniques 
advance  from  market  risk 
into  credit  risk.  Interna- 
tional bank  regulators  in  the 
Basle  committee  have 
accepted  the  use  of  VaR 
modelling  for  market  risk, 
but  remain  wary  of  credit 
risk  modelling.  Their  hesita- 
tion appears  to  focus  less  on 
the  theoretical  structure  of 


the  model  than  on  the  inade- 
quacy of  the  data  that  goes 
into  it.  Where  copious  data 
can  be  accurately  collated 
for  markc-t  movements, 
default  is  a much  rarer 
event,  particularly  for  corpo- 
rate or  government  debt. 
Data  series  must,  therefore, 
be  much  longer  than  is  cur- 
rently feasible.  (Credit  card 
companies,  on  the  other 
hand,  have  shown  that 
credit  risk  modelling  is  per- 
fectly practical  when  you 
have  the  more  abundant 
default  data  of  the  retail 
market  to  hand.) 

Operational  risk  - the 
potential  for  loss  from  a 
breakdown  in  controls  on 


people,  systems  and  facili- 
ties. ranging  from  internal 
fraud  to  fire  In  the  computer 
centre  - is  still  more  diffi- 
cult to  model.  Those  few 
banks  that  include  It  in  their 
calculations  of  economic 
capital  do  so  only  sketchily. 

Yet.  the  impulse  in  some 
quarters  to  throw  the  models 
out  of  the  window  carries 
greater  dangers.  Modelling 
may  carry  its  imperfections, 
yet  it  still  represents  an 
advance  in  quantifying  and 
controlling  risk  over  previ- 
ous techniques.  Investment 
bankers  are  also  aware  of 
the  danger  uf  taking  on  too 
little  risk,  and  thus  failing  to 
achieve  the  returns  they 
need  to  stay  in  business. 

Among  regulators,  too, 
this  argument  appears  to  be 
accepted.  Despite  reserva- 
tions about  credit  risk  mod- 
elling. the  Basle  committee 
is  still  pressing  ahead  with 
an  overhaul  of  its  capital 
adequacy  framework  which 
appears  destined  to  lead  in 
due  course  to  acceptance  for 
such  models.  The  committee 
is  also  interested  in  adding 
operational  risk  to  the  capi- 
tal adequacy  framework. 

In  time,  last  summer’s 
disasters  may  be  seen  to 
have  brought  risk  manage- 
ment closer  to  science. 
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JAPAN  by  Gillian  Tett  In  Tokyo 


Threefold  problem 
signals  more  pain 

Although  protecting  their  domestic  market  looks  feasible  for 
strong  banks,  pressures  on  the  weaker  ones  are  rising 

Japan's  investment  bankers 
have  just  had  a bloody  year. 

And  1999  could  deliver  yet 
snore  pain. 

While  the  world’s  second 
largest  economy  ails,  the 
country's  banking  sector  Is 
experiencing  its  most  dra- 
matic upheaval  for  50  years. 

Sn  the  past  18  months 
alone,  for  example,  one  large 
broker  and  a bank  have  col- 
lapsed, two  banka  been 
nationalised  and  a host  of 
others  stumbled  into  merg- 
ers after  acknowledging 
huge  losses  and  bad  debts. 

Although  optimists  argue 
that  this  shake-out  could 
prove  beneficial  in  the  long 
term,  in  the  short  term  the 
mood  in  Tokyo  is  grim. 

One  senior  official  at  a 
brokerage  recently  con- 
fessed: “In  the  1980s  we  were 
told  we  would  take'  over  the 
world.  Now  we  wonder 
whether  any  Japanese  com- 
pany can  really  stay  a seri- 
ous global  player.” 

The  sudden  swing  in  mood 
reflects  the  fact  that  Japan’s 
investment  banking  industry 
faces  three  interrelated  prob- 
lems. 

One  is  the  much-heralded 
Big  Bang  reform  programme 
which  the  government  intro- 
duced last  year  in  an  effort 
to  make  the  country’s  finan- 
cial markets  more  competi- 
tive. 

In  theory,  this  Big  Bang 
should  deliver  a new  wave  of 
opportunity  for  Investment 
bankers.  After  all,  for  the 
past  50  years  the  investment 
banking  world  has  been 
painfully  underdeveloped  in 
Japan  compared  with 
Anglo-Saxon  countries 
because  the  country's 
heavily  regulated  system  left 
industry  depending  on  indi- 
rect, rather  than  direct, 
finance. 

Thus  tearing  down  these 
barriers,  as  the  government 
has  pledged  to  do,  could 
boost  capital  markets.  And 
this  process  promises  to  be 
doubly  potent,  since 
restructuring  in  the  rest  of 
Japan's  industrial  world  is 
already  triggering  “bottom 
up"  pressure  for  financial 
change. 

In  the  corporate  bond  mar-  groups’ 
ket,  for  example,  issues  have  subsidiary. 


LTC8  president  Tsuneo  Suzuki:  natkmaBsatian  wee  a watershed 


Even  more  strikingly,  it  is 
Goldman  Sachs,  rather  than 
any  Japanese  group,  which 
is  now  advising  on  high  pro- 
file deals  such  as  the  sale  of 
the  nationalised  Long  Term 
Credit  Bank. 

This  trend  partly  reflects 
the  fact  that  Japanese  banks 
lag  behind  their  foreign 
rivals  In  terms  of  skills. 

But  it  also  illustrates  the 
second  problem,  namely  that 
Big  Bang  is  occurring  at  the 
very  moment  the  Japanese 
banks  are  being  distracted 
by  the  need  to  resolve  the 
bad  loans  problems  they 
inherited  from  the  collapse 
of  the  1960s  bubble. 

Certainly,  progress  is 
being  made  on  this  front. 
The  government  looks  ready 
to  inject  up  to  Y25,00Obn  of 
public  money  into  the  banks’ 
capita]  base  this  spring  in 


’Many  of  the 
juiciest 
investment 
banking  prizes  are 
going  to  foreign 


shoku.  has  also  dosed  and 
two  more.  Long  Term  Credit 
Bank  and  Nippon  Credit 
Bank,  have  been  national- 
ised: 

However,  the  survivors  are 
now  essentially  seeking  two 
main  strategies.  Some,  such 
as  Nikko  Securities,  are 
turning  to  foreign  partners. 
The  broker,  Japan’s  third 
largest,  is  now  starting 
operations  in  a joint  venture 
with  Travelers  Group. 

Though  Travelers  will 
only  have  up  to  a 25  per  cent 
stake  the  deal  has  essen- 
tially left  the  US  group  with 
control  of  Nikko’s  overseas 
and  wholesale  affairs. 

However,  the  majority  are 
instead  seeking  to  build  ties 
with  other  Japanese  part- 
ners in  an  attempt  to  gain 
the  breadth  of  skil]  base  and 
size  to  compete  on  a global 
basis. 

Daiwa,  the  second  largest 
broker,  is  forging  an  alliance 
with  Sumitomo.  Nomura  Is 
drawing  closer  to  Industrial 
Bank  of  Japan,  another  foi> 
mer  ally. 

Bank  of  Tokyo  Mitsubishi 
is  trying  to  build  its  own 
securities  business  by 
strengthening  ties  with  Mit- 
subishi Trust  bank  and 
expanding  its  own  securities 


surged  as  cash-strapped  Jap- 
anese companies  have 
turned  to  new  funding 
sources. 

But  though  these  shifts 
promise  future  rewards  the 
problem  is  that  there  is  little 
sign  that  Japanese  banks  are 
benefiting  yet.  Instead,  many 
of  the  juiciest  Investment 
banking  prizes  are  going  to 
the  foreign  investment  bank- 
ing groups  which  are  taking 
advantage  of  the  Big  Bang 
spirit  to  increase  sharply 
their  presence  in  Japan. 

Foreign  groups  are  now 
estimated  to  account  for 
more  than  a third  of  all 
trades  on  the  Tokyo  stock 
exchange.  They  have  been 
seizing  a growing  share  of 
the  asset  management  mar- 
ket 

And,  although  domestic 
corporate  bond  underwriting 
is  stfl]  dominated  by  Japa- 
nese groups,  non-Japanese 
are  increasingly  acting  as 
lead  managers  for  equity 
placements  for  Japanese 
companies  in  overseas  mar- 
kets. 


exchange  for  pledges  that 
they  will  write  off  these  bad 
loans  and  implement  serious 
restructuring.  It  is  also 
actively  encouraging  weaker 
banks  to  merge  and  close. 

But,  though  such  steps 
might  deliver  badly  needed 
consolidation  in  the  long 
term,  such  mergers  are 
likely  to  be  highly  disrup- 
tive. And,  if  that  was  not  bad 
enough,  the  ha ti  fere  are  now 
beset  with  a third  problem, 
the  broader  slowing  of  the 
domestic  economy. 

Over  the  past  year  trading 
on  the  three  main  stock 
exchanges  has  actually 
declined  slightly  as  the  Nik- 
kei 225,  the  key  stock  market 
indicator,  has  tumbled  below 
14JXW. 

Can  any  of  the  Japanese 
banks  or  brokers  rebound 
from  this?  So  far  their 
responses  have  been  mixed. 
Among  the  brokers,  one  of 
the  so-called  "Big  Four", 
Yamaichi  Securities,  has 
already  collapsed. 

One  bank,  Hokkaldo-Taku- 


Even  the  optimists  among 
the  Japanese  bankers  admit 
that  these  new  groups  are 
unlikely  to  be  able  to  com- 
pete with  US  investment, 
banks  on  a global  scale  soon. 
But  most  hope  that  they  will 
strengthen  the  banks 
enough  to  defend  most  of 
their  lucrative  domestic  mar- 
ket, at  least. 

Masao  Niahimura.  presi- 
dent of  IBJ  admits:  "I  can 
clearly  say  that  it  is  not  our 
intention  to  compete  with 
the  top  Her  of  US  banks  in 
the  US  market.  But  our 
immediate  priority  is  to  pro- 
tect our  clients  in  the  domes- 
tic market." 

Although  this  task  looks 
feasible  for  strong  banks 
such  as  IBJ,  which  has 
already  shown  Itself  capable 
of  building  a securities  arm, 
the  pressures  on  the  weaker 
ones  are  rising. 

Either  way,  the  Japanese 
investment  banking  world  is 
unlikely  to  be  in  any  mood 
to  celebrate  until  well  alter 
the  new  millennium  has 
arrived 


US  INVESTMENT  BANKS  by  Tracy  Corrigan  in  New  York; 


The  elite  tightens  its  grip 

Second-tier  institutions  lose  momentum  as  consolidation  gainers  pace  after  a year  of  mixed  fortunes 


On  the  face  of  it.  Wall  Street 
has  come  through  a tumul- 
tuous year  In  surprisingly 
good  shape.  When'  Russia's 
default  on  its  domestic  debt 
triggered  turmoil  in  the 
world’s  bond  markets  in 
August,  many  firms  suffered 
heavy  trading  and  credit 


The  rescue  of  Long-Term 
Capital  Management  in  Sep- 
tember, orchestrated  by  a 
handful  of  Wall  Street  firms, 
prevented  a possible  sys- 
temic crisis.  Admittedly, 
banks'  extension  of  credit  to 
LTCM,  allowing  it  to  build 
UP  such  dangerous  leverage 
that  it  threatened  the  finan- 
cial market's  stability,  was 
largely  responsible  for  the 
scale  of  the  problem. 

Still,  after  suffering  trad- 
ing losses  in  most  areas  of 
the  fixed  income  markets,  as 
spreads  widened  dramatic- 
ally and  liquidity  dried  up, 
the  improvement  in  market 
conditions  in  mid-October 
allowed  many  firms  to  build 
on  their  strong  first  half 
profits  to  produce  record 
earnings  in  1998. 

Furthermore,  the  slow- 
down in  new  issuance 
caused  by  the  market  disrup- 
tion has  left  investment 
banks  with  plenty  of  busi- 
ness at  the  start  of  1999. 
"The  pipeline  is  very  strong 
at  the  moment  We  have  a 
big  backlog  in  the  high-yield 
area,"  noted  Joe  Roby,  presi- 
dent and  chief  executive  offi- 
cer of  Donaldson,  Lufkin  and 
Jenrette. 

According  to  analysts, 
while  high-yield  spreads 


have  contracted,  they  have 
not  retraced  all  the  move- 
ment since  last  summer,  but 
because  interest  rates  have 
faTim,  many  companies  can 
borrow  at  lower  absolute 
rates  and  so  are  not  fixated 
on  yield  spreads. 

But  it  is  not  quite  as  if 
LTCM  and' all  that  never 
happened.  For  one  thing, 
many  firms  have  spent  the 
last  quarter  slimming  down 
their  balance  sheets  and 
reining  In  riskier  types  of 
trading.  There  has  been,  a 
“considerable  reduction”  In 
leverage,  “probably  a 
healthy  development",- 
according  to  Mr  Roby. 

But  it  is  not  dear  whether, 
as  memories  of  the  turmoil 
of  August,  September  and 
October  fade,  leverage  will 
begin  to  creep  back  up 
again,  or  whether  there  has 
been  a fundamental  shift  in 
attitudes.  But  regarding  the 
latter,  Mr  Roby  said:  *T 
wouldn't  bet  on  it” 

Some  firms  came  out  of 
the  debacle  better  than  oth- 
ers. Morgan  Stanley  Dean 
Witter,  which  had  a record 
year,  won  plaudits  from 
investors  for  the  relative  sta- 
bility of  its  earnings,  the 
result  not  only  of  its  broad 
spread  of  businesses  but  also 
because  it  was  less  exposed 
to  trading  losses.  Joseph  Per- 
ella,  Morgan  Stanley's  head 
of  investment  banking,  says: 
“There  is  no  such  thing  as 
lnsta-firm.  History  shows  it 
takes  three  generations  to. 
build  a top  business.  You 
can  not  buy  your  way  to  the 
top  league." 


Others,  ihdudlng:.Mewm 
Lynch  and  Goldman  Sachs, 
suffered,  badly  ' in  fixed 
income,  but  are.,  expected  to 
bounce  back,  provided 
favourable  market  .condi- 
tions persist 

Goldman,  though;  has 
other  issues  to  deal  with. 
After  taking  the  momentous 
decision  last  summer  to  go 
public  after  130  years  as  a 
private  partnership,  the  firm 
hurt  to  puli'  its  initial  public 
offering  because  of  market 
turmoil,  ons$ag  this 
month'  from  the . eo-chief 
executive  officer  dot  of  Jon 
Corcine,  who  had  personally 
sponsored  the  chapge  to  pub- 
lit  status,  has  left  uncer- 
tainty over  whether  the 
strongly  cohesive  culture  of 
the  partnership  will  survive. 

Lehman  Brothers,  after 
weeks-  of  rumours  about 
financial  instability,,  came 
-through-  the  tuzmriil  intact. 
Bankers  Trust,  which  suf- 
fered a net  loss  in  the  third; 
quarter,  was  bought . by 
Deutsche  Bank,  in  pursuit  of 
a strong  US  platform. 

The  Deutsche  Bank  acqui- 
sition was  also  a further  step 
in  the  continuing  consolida- 
tion of  the  industry,  and  thw 
largest  cross-border  acquisi- 
tion of  a US  Investment 


Jon  Conkw  hfa.otmtfng  creates 
uncertainty  at  QoJdman  Sachs 

are  not  happy  with ' their 
. treatment.  Of  course,  many 
were  pushed.  Including 
Jamie  Dtmon,  chief  operat- 
ing officer  of  Citigroup, 
widely  viewed  as  the  heir 
apparent,-.  . 

In  the  consolidation  pro- 
cess, aB  but  one  of  the  inde- 
pendent San  Francisco-based 

investment  banks,  which 
built  their -franchise  on  the 
booming  technology  Indus- 
try on  their  doorsteps,  have 
been  absorbed.  Robertson 
Stephens,  after  a brief 
sojourn  at  Bank  of  America, 
was  sold  to  Bank  Boston, 


gomery  hands.  wlu,e  s^,!™ 
Start**-  a foun^r 

Robertson 

launching  a ‘ called 

investment 

E* Offering,  in 

wJth  internet  trading  -***  ■ 

Ej£S?*hite.  u*  a®*:**- 

ttonof  business  ai=orw  Jr 
bulge  bracket 

toiSified,andihcb:?buWF 

bracket  firms,  including 
Merrill  and  Goldma-  noft 
have  substantial  *«»•**' 
shares  in  all  the  main  ?r*X 
net  areas  and  geograp.-i- 
regkms.  The  battle  to  P;rm 
part  of  an  emeipng  swn^ 
in vestment  banking 
exemplified  by  Deutsche^ 
acquisition  of  Bankers  Trust, 
continues. 

But  “as  time  goes  on  tnc*1 
things  will  be  getting  harder 
to  replicate,"  believes  Sukv 
ley  O’Neal,  chief  financial 
officer  at  Merrill  Lynch. 

As  markets  become 
increasingly  interconnected, 
he  says,  the  demands  of 
distributing  equity  globally, 
or  advising  on  cross-border 
acquisitions,  favour  those 
with  global  reach  and  scale. 
Walter  Gilbert,  head  of 


banking  business  so  far.  while  NationsBank,  itself  global  investment  banking 
Still,  it  was  dwarfed  by  the  subsequently  merged  with  at  JJ*. Morgan,  says:  i-  ** 

Vonb  nf  iMan.n  hmurtlt  fn/'npjurijisrlv  difficult  tO  ifr"* 


REMUNERATION^  Richard  Donkin 

Bonus  cuts 


Recession  fears  are  an  excuse  for  "cutting 
jobs  and  containing  salary  expectations  for 
all  but  the  best  staff 


earlierClticorp-Travelers 
marriage  to  form  Cftfgroup- 
However,  It  has  not  been 
plain  sailing  for  merging 
financial  services  companies, 
whose  highly  paid  invest- 
ment bankers  can  afford  to 
walk  out  of  the  door  if  they 


Bank  of  America,  bought 
Montgomery  Securities. 

The  gap  left  has  already 
spawned  some  fresh  efforts 
to  build  new  businesses. 
Tom  Welsel,  who  formerly 
ran  Montgomery  but  left 
. disagreements  with  the 


increasingly  difficult 
who  in  the  second  tier 
investment  hanks  is  going  '* 
have  a shot  at  the  crown. 
The  second  tier  of  firms  is 
losing  momentum  rather 
thaw  gaining  it  and  that  is 
crucial  in  this  business." 


process 


Armageddon  it  was  not,  but 
the  financial  problems  of 
south-east  Asia  and  Russia 
which  shook  International 
markets  during  the  second 
half  of  1998  proved  a timely 
reminder  to  City  traders  that 
the  great  bull  market  of  the 
1990s  could  not  last  for  ever. 

In  spite  of  the  recovery  in 
western  financial  markets 
towards  the  end  of  the  year, 
the  early  autumn  jitters 
which  produced  a crop  of 
gloomy  predictions  of  world- 
wide recession  were  strong 
enough,  to  take  the  steam, 
out  of  year-end  bonus  expec- 
tations in  most  of  the  big 
investment  banks. 

The  result  has  been  a 
mixed  reaction  among 
money  makers.  Some  have 
been  leaving  their  offices  in 
the  New  Year  in  a buoyant 
mood,  earning  as  much  as 
they  did  the  previous  year. 
Others  - the  majority  - are 
resigned  to  lower  bonuses. 
And  some  have  discovered 
that  they  can  expect  no 
bonus  at  aH 

The  losers  In  the  bonus 
round  are  finding  that  pay 
has  been  used  to  communi- 
cate the  harshest  of  mes- 
sages. Those  with  no 
bonuses  are  being  told  they 
are  no  longer  wanted,  those 
with  less  than  they  might 
have  hoped  are  being  told 
their  desk  is  safe  for  the 
time  being  and  the  big 


bonuses  have  been  reserved  Martin  KraJowsM  {lad)  and  Pad  WBsorc  dividing  the  spoils 


for  the  stars,  confirming 
their  place  in  the  firmament. 

“Bonuses  are  being  used 
as  a way  of  upgrading  staff. 
The  banks  have  always  used 
them  to  tell  poor-performing 
junior  staff  that  they  have 
no  future  with  the  company. 
But  now  this  message  is 
being  passed  on  to  people 
right  up  the  drain  at  com- 
paratively senior  levels." 
says  Martin  Krajewski,  chief 
executive  of  Joslln  Rowe 
Associates,  the  City  recruit 
meat  consultants.  “This 
enables  the  managers 
looking  after  the  bonus  pool 
distribution  to  pass  on  pro- 
portionally more  of  the  pool 
to  the  better  performers,"  he 
says. 

The  same  is  true  of  Wall 
Street  as  it  Is  of  London. 
“Tim  banks  have  used,  the 
opportunity  of  bad  news  in 
the  market  to  get  rid  of  ever 


increasing  expectations.  The 
result  is  realistic  rather  than 
enormous  bonuses,"  says  Ian 
Basser,  North  American 
managing  director  of  Mich- 
ael Page  City,  the  financial 
recruiters. 

This  has  led  to  same  move- 
ment of  people  but  less  than 
might  have  been  expected: 
“The  better  quality  people 
are  staying  put  as  is  always 
the  case.  Good  people  are 
just  as  hard  to  fold  as  they 
were  in  the  good  times,"  he 
says. 

Job  losses  announced  at 
Merril  Lynch  in  October  led 
to  some  predictions  of  a 
large-scale  clear-out.  One 
City  recruiter  predicted  Job 
losses  of  between  20,000  and 
30,000  in  the  following  12 
months.  Some,  who  were 
less  willing  to  go  on  record, 
forecast  more  than  double 
that  figure.  • 

Joe  Clarke,  of  Monks  Part- 
nership. the  pay  consultants, 
is  dismissive  of  the  wilder 
speculation.  "I  would  not 
expect  more  than  40,000  jobs 


to  go,"  he  says.  This  is  stiff  a 
significant  figure,  sobering 
-enough  to  remind  some  trad- 
ers that  they  should  be  wor- 
rying as  much  about  keeping 
thair  job'  as  they  are  about 
maintaining  their  bonus. 

Another  factor  has  been, 
merger  activity.  Some  5,500 
jobs  are -expected  to  go  in 
Deutsche  Bank's  takeover  of 
Bankers  Trust.  Staff  shed- 
ding and  consolidation  is  an 
inevitable  feature  of  City 
mergers- : . 

Elsewhere,  however,  merg- 
ers have  brought  in  good 
business  for  the  banks  and 
are  expected  to  remain  a 
strong  source  of  profit  this 
year.  The  mixed  fortunes  of 
different  trading  activities 
proved,  a significant  factor  in 
influencing  staffing  and  pay 
- those  who  worked  in 
emerging  markets,  for  exam-, 
pie,  experienced  poor  results 
in  1998,  while  corporate 
finance  business  held  up. 

Rather  than  penalise  the 
better  people  in  poor-per- 
forming  activities,  however, 
same  banks  have  taken  the 
opportunity  to  : reshuffle 
their  , teams,  ensuring  that 
their  best  people  are  work- 
ing. in  the  most  promising 


“Some  parts  of  the  busi- 
ness have  a had  a very  diffi- 
cult year  but  some  have  had 
a good  year.  It  really  has 
been  a case  of  feast  and  fam- 
ine,” says  Paul  Wilson,  dep- 
uty managing  director  of 
Michael  Page  City. 

“In  some  areas,  such  as 
the  back  middle  frfffgw;. 
the  workload  has  been  enor- 


mous. whether  the  company 
made  money  or  not,  and  the 
bonus  expectations  of  these 
employees  will  need  to  be 
met,"  be  says. 

Exposures  to  Russia  and 
losses  incurred  by  some 
banks  Involved  In  the 
Long-Term  Capital  Managi 
ment  (LTCM)  hedge  fun  , 
debacle  have  led  to  reneweil 
opportunities  for  those  work- 
ing in  risk  management. 
"Banks  have  become  more 
wary  about  large  risk  areas. 
Corporate  advice  and  fund 
management  have  grown  in 
popularity  as  a result."  says 
James  Fergus&on,  chairman 
of  Stephens  Associates,  a 
City  headhunting  firm. 

“There  is  an  uneasy  calm. 
Everyone  is  wary  about  the 
US  market.  We  are  hearing 
forecasts  of  a slowdown  but 
recruitment  is  still  perform- 
ing quite  strongly, " he  says. 

Apart  from  the  high-pro- 
file clear-outs  such  as  that  at 
Merrill  Lynch  and  the  wind- 
ing down  of  a number  of 
Japanese  trading  operations, 
Job-shedding  has  been  more 
a case  of  shaving  off  small 
numbers  of  less  effective 
traders,  say  recruiters  and 
pay  specialists.  “I  think  all 
of  the  banks  have  been  qui- 
etly shedding  people,"  says 
Peter  Christie,  bead  of  the 
UK  Banking  Sector  at  Tow- 
ers Perrin,  the  consultants. 

On  the  other  hand,  Mr 
Christie  points  out,  the  good 
days  for  some  are  almost  as 
good  as  ever.  “Bonuses  are 
weD  down  but  they  are  not 
as  bad  as  people  were 
expecting  in  September." 


The  Financial  Times  Guide 
to  the  FTSE  Eurotop  300 

to  be  published  in  March  1999 

The  Financial  Times  Guide  to 
The  FTSE  Eurotop  300  will  be 
the  definitive  guide  to  Europe’s 
corporate  giants. 

The  book  contains  independent 
analysis  of  Europe’s  leading 
companies  and  in-depth  data  on 
all  Eurotop  300  constituents, 
making  it  a vital  companion  for 
anyone  with  a stake  in  Europe’s 
changing  corporate  landscape. 

To  reserve  your  copy  at  £35  plus  P&P 
Telephone:  +44  171  538  1164 

FINANCIAL  TIMES 

No  FT,  no  comment. 

m wilh 

Ft  P.A rtf  MAS 


ASSET  MANAGEMENT  by  Jane  Martinson 


Business  is  stuck  on  sticky  money 

Investment  banks  are  finding  the  attractions  of  asset  managers’  steady  income  increasingly  enticing 


If  nothing  else,  Deutsche 
Bank's  $10.1  bn  takeover  of 
Bankers  Trust  this  year 
proves  that  investment 
banks  are  still  interested  In 
buying  asset  management 
businesses. 

The  Bankers  Trust  deal, 
which  Is  set  to  give  the  Ger- 
man-owned bank  a bigger 
presence  in  the  US  invest- 
ment banking  market,  cre- 
ates one  of  the  world’s  larg- 
est asset  managers  as  well  as 
the  largest  bank. 

With  total  funds  of  more 
than  $650bn,  Deutsche  ranks 
as  the  third  largest  money 
manager  in  the  world, 
according  to  Gemini  Con- 
sulting. 

The  takeover  also  comes 
just  a year  after  the  meiger 
of  Union  Bank  of  Switzer- 
land and  Swiss  Bank  Corpo- 
ration created  the  world's 
largest  asset  manager  and 
the  £3bn  takeover  of  Mer- 
cury Asset  Management,  the 
UK's  leading  pension  fund 
manager,  by  Merrill  Lynch, 
the  US  investment  bank. 

Such  deals  confirm  a ten- 
dency for  consolidation  in 
the  Investment  banking 
industry  to  spark  a domino 


effect  among  fond  managers. 

Several  industry  analysts 
believe  that  the  trend  will 
continue  this  year,  partly 
because  of  the  number  of 
Investment  banks  known  to 
be  keen  on  building  larger 
asset  management  busi- 
nesses. Banks  such  as  Gold- 
man Sachs  and  Morgan  Stan- 
ley Dean  Witter  are  just  two 
names  in  a long  list.  The 
seriousness  of  Goldman's 
ambitions  in  the  area  was  so 
great  that  its  abortive  plan 
to  go  public  was  understood 
to  be  based  partly  on  its 
desire  to  raise  capital  to  pay 
for  fond  management  acqui- 
sitions. 

But  what  makes  asset 
management  so  attractive 
for  investment  batiks? 

The  fund  management 
industry  is  expected  to  bene- 
fit from  the  likelihood  that 
the  world's  ageing  popula- 
tion will  be  forced  to  rely  on 
its  own  private  savings  in 
old  age  as  the  state  ceases  to 
shoulder  an  Increasingly, 
heavy  social  security  bur- 
den. This  argument  rests 
partly  on  the  experience  of. 
the  US,  which  has  the 
world's  largest  asset  man- 


agement industry  and  one  of 
its  smallest  per  capita  social 
security  bills. 

But  it  is  also  based  on 
growth  estimates  for  Europe 
and  other  developed  nations. 
Gemini  forecasts  that  conti- 
nental European  mutual 
funds  will  increase  in  size  by 
more  than  20  per  cent  annu- 
ally over  the  next  five  years 
as  the  population  takes  more 
responsibility  for  Its  own 
retirement 

Acquisitions  are  also 
prompted  by  the  fashionable 
belief  that  fund  managers 
need  to  be  big  or  niche  to 
win  out  in  this  lucrative 
market.  Escalating  costs 
connected  with  technology, 
client  servicing  and  staff 
have  demanded  greater  effi- 
ciencies. Medium-sized 
groups  typically  face  the 
same  cost  pressures  but  off- 
set against  a smaller  fee 
base. 

Penny  FrohUng,  a princi- 
pal at  Gemini,  calls  this  mid- 
dle ground  the, “Bermuda 
Triangle",  where  costs  are 
Bucked  Into  the  void.  Her 
research  suggests  that 
unless  medium-sized  groups 
offer  a niche  product,  which 


can  therefore  charge  higher 
fees,  they  typically  suffer 
lower  operating  margins. 

Merging  has  also  become 
attractive  because  of  the 
slow  rate  of  organic  growth 
experienced  by  many  fund 
managers  entering  new  mar- 
kets. No  foreign-owned  fund 
manager  ban  managed  to 
gain  significant  market . 
share,  outside  its  home  mar- 
ket organically.  . . 

The  experience  of  many 
US  fund  managers  which 


agement,  on  the  other  hand, 
is  characterised  by  long-term 
relationships-  and  a steady 
stream  of  new  funds. 
Although  the  industry  Is  hit 
by.  a market  downturn  as  fee 
levels  .drop,  its  earnings  are 
far  less  volatile. 

This  argument  was 
summed  up  by  one  Deutsche 
executive,-  who  admitted: 
“When  you  value  something 
like  BT  thane's  always  the 
danger  that  the  investment 
banking  P&L  will  disappear 
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into  a void 
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have  tried  to  develop  with-  - in  the  next  quarter  as  the 
out  acquisition  in  Europe,  deal  flow  dries  up.  The  asset 


such  as  Fidelity  and  JP  Mor- 
gan, proves  how  alow  the 
process  can  be.  Non-domes- 
tic assets  still  account  for 
only  about  10  per. cent  of 
almost  $800 bn  managed  by 
Fidelity  in  spite  of  an  inter- 
national operation  that  datws 
back  more  than  20  yeans. 

Credence  la  increasingly 
being  given  to  the  attrac- 
tions for  investment  banka 
of  linking  with  fluid  manag- 
ers. Traditional  investment 
banking  activities,  «uch  as 
corporate  finance,  are  based 
□n  deal  flows  that  ran  be 
very  difficult  to  predict,  .let 
alone  guarantee.  Asset  man- 


management  business,  on 
ihe  other- hand,  gives  you 
sticky  money.  It  doesn't  dry 
up  fast," 

Adding  to  this  stickiness 
was  BTY  custody  business 
which  contributed  about 
$2,40Qbn  inassets:  Operating 
largely  as  an  adjunct  of  its 
passive  fund-  management 
business;  this  business  pro- 
vides another ; relatively 

steady  income  stream. 

But  there  are  significant 
dangers  in  buying  an.  asset 
management  company,  one 
concerns  the  management 
issues  attending  the  take- 
over of  people  businesses 
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Dresdner  Kleinwort  Benson  already  has  a 
record  of  bringing  innovation  to  the  Euro. 
We  traded  the  first  Euro-swaption,  lead 
managed  the  first  Jumbo  Pfandbrief  and 
our  Global  Head  of  Interest  Rate  Derivatives 
has  been  acknowledged  as  “Innovator  of 
the  Year  in  Europe”.  Now  with  state-of-the- 
art  technology,  from  new  dealing  rooms  in 
both  London  and  Frankfurt,  we  bring  you 
the  best  of  both  locations.  Through  a virtual 
office  environment  that  allows  seamless 


communication  between  different  areas  of 
excellence,  we  provide  direct  access  to  a 
full  range  of  euro  products  with  the  insight 
and  strength  that  has  made  us  the  No.1 
bookrunner  for  Jumbo  Pfandbrief,  No.1 
bidder  in  the  Bund  auctions  and  top  two 
for  ail  debt  lead  managements  in  Euroland 
1997/8.  We  also  acted  as  joint  bookrunner 
on  the  inaugural  benchmark  bond  for 
Deutsche  Telekom  and  its  subsequent 
increase,  the  largest  corporate  bond 


denominated  in  euro  and  the  first  euro 
deal  by  a corporate  in  1999.  Combine  the 
benefits  of  London’s  traditional  volumes  and 
innovative  approach  with  the  commitment 
that  you  would  expect  from  a firm  only 
metres  away  from  the  European  Central 
Bank  and  the  result  is  better  performance 
for  our  clients. 

For  an  innovative  approach  to  the  Euro, 
contact  Frankfurt  on  Tel:  +49  69  263  4082 
or  London  on  Tel:  +44  171  475  6016. 
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“Innovator  of  the  year  In  Europe", 
source  Derivatives  Week,  May  18, 1998 

wvvw.dresdnerktxcom 

Issued  for  the  UK  by  Dresdner  Bank  AG  London  Branch,  regulated  by  SFA  for  the 
conduct  of  investment  business  In  the  UK.  The  services  In  this  advertisement  are 
provided  by  Dresdner  Bank  AG  or  its  subsidiaries  and/or  affiliates  in  accordance 
with  the  appropriate  local  legislation  and  regulation. 


O Dresdner  Kleinwort  Benson 


-■VljjW1- 


I 


FINANCIAL TIME& 


FRIDAY  JANUARY  29^9 


EMERGING  MARKETS  by  Vincent  Boland 


• 1 


link  in  the  business 


Last  year  was  one  of  the  toughest  for  some  time  in  emerging  markets 


Investment  banks  have 
taken  a hath  In  Asia  and 
Russia,  and  now  Brasil  Is 
threatening  to  turn  on  the 
taps  again. 

Emerging  markets  have 
become  the  weakest  link  in 
the  global  business  of  the 
leading  banks.  - adding 
another  level  of  volatility  to 
an  earnings  stream  already 
more  volatile  than  bankers 
would  like. 

Last  year  was  one  of  the 
toughest  for  some  time  in 
emerging  markets,  with  the 
tall-out  from  the  Asian  finan- 
cial crisis  exacerbated  by  the 
collapse  of  the  Russian  econ- 
omy and  the  government's 
sudden  default  on  its  inter- 
national debt 

It  hit  the  banks  where 
they  hurt  most,  and  there 
was  further  agony  when 
Long-Term  Capital  Manage- 
ment, a New  York  hedge 
fund,  teetered  on  the  brink 
before  being  rescued  at  the 
behest  of  the  US  Federal 
Reserve. 

If  Russia  was  the  most 
immediately  destructive  of 
these  events  for  the  invest- 
ment banks,  . the  Asian  crisis 
has  seen  a rather  longer  and 
slower  attrition  of  their 
forces  In  the  region. 

Gemini  Consulting,  which 
monitors  the  investment 
banking  ■ industry,  says 
Asian  syndicated  lending 
was  down  70  per  cent  - and 
even  more  for  China-related 
deals  - in  the  first  half  of 
1998  compared  with  the  first 
half  of  1997,  while  debt-bond 
and  equity  issues  fell  60  per 
cent 

With  high  fixed  costs  com- 
mon throughout  the  Indus- 
try in  the  region,  and  little 
sign  so  far  of  a sustained 
upturn  In  activity,  retrench- 
ment is  now  the  theme. 

The  Idea  of  being  a global 
Investment  bank  has  taken 
second  place  to  a restructur- 
ing of  their  Asian  operations 
for  many  banks."  says  Lim 
Hock  Kheng,  a principal 
with  Gemini  Consulting  in 
Singapore. 

Local  and  regional  invest- 
ment banks  have  been  hard- 
est hit  and  will  continue  to 
suffer  until  the  economies  of 
south-east  Asia  begin  to 
show  signs  of  sustained 
recovery.  Only  the  big  global 
houses  - those  with  deep 
pockets  which  are  patient 
enough  to  wait  for  the 
region  to  turn  round  in  the 
next  five  years  - will  emerge 
as  the  winners.  Mr  Urn  says. 

That  small  number 


Currency  turmoil  has  thrown  BraziSans  out  of  wotk  and  the  govamraont  and  foreign  investor*  into  disarray 


includes  Merrill  Lynch,  Citi- 
bank, Deutsche  Bank  and 
ABN  Amro. 

Of  course,  the  Asian  slow- 
down has  not  meant  that 
business  has  dried  up 
entirely.  Bankers  say  they 
are  “pleasantly  surprised" 
by  the  way  business  is 
starting  to  pick  up  again  in 
certain  parts  of  the  region. 

■'  "It  is  not  a complete  vac- 
uum." one  says,  pointing  to 
India  and  Singapore  as  two 
markets  that  emerged  rela- 
tively unscathed  from  the 
mess.  There  is  still  a fair 
degree  of  investor  appetite 
for  selected  business  out  of 
the  region.''  he  adds. 

Europe's  emerging  mar- 
kets did  not  suffer  the 
destructive  effects  of  Rus- 
sia's debt  default,  and  the 
domino  effect  seen  in  Asia 
did  not  materialise. 

To  some  extent  the  coun- 
tries of  central  and  eastern 
Europe  are  now  a key  battle- 
ground in  the  drive  for  new 
European  business,  espe- 
cially since  the  markets  of 
western  Europe  are  begin- 
ning to  mature. 

Much  attention  is  being 
paid  to  privatisation  busi- 


ness In  countries  such  as 
Poland,  the  biggest  market 
outside  the  former  Soviet 
bloc,  and  Romania,  although 
progress  in  privatising 
assets  in  that  market 
remains  painfully  slow. 

Most  attention  is  now 
focused  on  Latin  America, 
where  US  investment  hanks 
have  long  had  a significant 
presence.  That  presence  has 


markets,  with  the  world's 
biggest  privatisation  pro- 
gramme at  its  hem*. 

The  series  of  state  sell-offs, 
which  reached  apeak  in  1998 
with  the  break-up  and  sale  of 
Telebrds.  the  national  tele- 
communications network-, 
has  attracted  a flood  of  for- 
eign investment  to  Brazil. 

Now,  however,  the  coun- 
try's currency  turmoil  has 


‘Bankers  are  “pleasantly  surprised”  by 
the  way  business  is  starting  to  pick 
up  again  in  certain  parts  of  Asia’ 


been  strengthened  In  the 
past  two  years  by  foreign 
acquisitions  of  same  of  Bra- 
zil’s leading  investment 
banks. 

The  acquisition  of  Banco 
Garantla  by  Credit  Suisse 
First  Boston  last  year  was 
followed  at  the  start  of  1999 
by  the  purchase  of  Banco 
Patrlmonio  by  Chase  Man- 
hattan. Hie  trend  has  been 
driven  by  the  sheer  volume 
of  Investment  banking  busi- 
ness in  the  Brazilian  capital 


thrown  both  the  government 
and  foreign  Investors  into 
disarray,  although  not  the 
least  crucial  difference 
between  Brazil  and  Russia  is 
that  foreign  investors  have 
not  lost  money  in  Brazil,  so 
far  at  least 

indeed,  there  may  even  be 
benefits  for  investment 
bankers  arising  from  the 
Brazilian  turmoil.  Tradition- 
ally the  region  has  been  a 
graveyard  for  fees  in  big 
equity  transactions. 


Governments  awarding 
huge  privatisation  contracts 
have  been  able  for  several 
years  to  play  the  banks 
against  each  other  over  fees, 
such  has  been  the  level  of 
competition. 

“It  would  be  nice  to  see  foe 
levels  coming  back  up  a bit 
This  is  a.  good  opportunity 
for  that  to  happen,"  says 
an  investment  banker  spe- 
cialising in  Latin  American 
deals. 

The  Brazilian  instability  is 
rather  more  worrying  on  the 
debt  front  Argentina,  for 
example,  has  been  an  active 
borrower  on  international 
capital  markets  and.  while 
its  currency  board  has 
helped  to  maintain  a stable 
peso,  its  export-dependent 
economy  could  be  hit  badly 
by  the  decision  of  its  much 
bigger  neighbour  to  devalue 
and  float  the  real. 

That  could  affect  Argen- 
tina's ability  to  barrow  in 
the  markets  at  current 
spreads  over  US  treasuries 
mid  push  up  the  cost  of  rais; 
ing  new  funds. 

The  wider  worry  is  that 
what  has  happened  succes- 
sively in  Asia.  Russia  and 
Brazil  has  greatly  Increased 
volatility  levels  in  global 
equity  and  debt  markets. 

That  is  almost  certain  to 
affect  the  timing  of  deals 
throughout  1999,  and  ulti- 
mately their  success  with  an 
increasingly  fickle  investor 
audience. 


The  Europe^!  market  is  perhaps  more  robust  than  any  other 
and  competitfon  is  expect'ecf  ta  get  even  more  intense  ^ 

If  there  is  one  word"  that  ' The  consolidation  of  i 

crops  up  in  evoy  conreba-  Etunj^  hfe  indnsfrial  own-  D ^on  '^twecn 

ttan  with  equity  bankas  as  panies*  meflkwkfle,  has  losers. 

they  ponder  .1999,  ti  ls  vtila-  already  led  toa  number  of  the  trend 


If  there  Is  One  word  that 
.crops  up  in  every  conversa- 
tion with  equity  bankas  as 
they  pander  .1399,  it  is'  vola- 
tility- ‘ 

'The  turmoil  that  has 
gripped  emerging  markets 
since  the  griddle  of  1997  has 
now  reached  Brazil  _and. 
although  the  reasons  ' are  to 
a large  extent  particular  to 
that  country,  the  effects  on 
global  markets'  are'snhdar  - 
Volatile  share  prices  and 
changing  ; calendars  and 
timetables  of  'deals  to  be 
done.  ...  » 

Bankers  say  .their  equity 
new  issue  calendars  are  full 
but  som  eWhat  provisional, 
with  xraly  those-  "deals  that 
have  to  be  done",  essentially 
on  the  privatisation. front, 
firmly  pencilled fat' - ' ' 

The  wid^  macroeconomic 
factors  prop&Qing  the  flow  of 
equity' Issues.-  European 
corporate  restructuring, 
heavy  inflows  into  equity 
mutual  funds,  the  phenome- 
nal growth  of;  internet 
stocks,  to  list  three  of  the 
decisive  teeters  that  shaped 
the  market. in;  1998  -.will 
continue  for  some  time  yet. 
The  only  variable  is  Hwing. 

Last  year  was  a good  year. 
It  included  NTT  DoCoMo, 
the  world’s  largest  initial 
public  offering,  as  well  Ss 
the  highest  opening-day  pre- 
mium yet  'V-  -.it.  _ ; - 
But  it  was  not  as  good  «s 
it  could  have  been.  Russia's 
debt  default  in  August  put 
some  deals  bn  hold  and  a 
year  that  began  with  a bang 


already  led  to  a number  of  Sn the  trend 

big  convertibMchangBabte  ■ In  Indicate:, 

lood  inland  there  Is  . on 

Bkaly-to  be^much  m are  of  wiD I increMe  tne  ^ 
Uris  In  the  costing  months,  banks 
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s character-  An  observer  at  a JcteLS 

isticsandWDl  be  pretty  resit  tank j JfS 
foot,  even  if  we  see  a down-  peers  ^ rof  tn 

turn,”  eaysr  John  St  John.  * bOTStaj»"en*  ■'J® 
managing  director  of  equity  grips  with  bow 

capital  markets  at  Salomon  ECM  new  issue  buanws- 

Smith  Bariiey  in  London.  costing.  Some  of  them  an? 

“A  lot  of  deals  have  to  be  completely  overstaneo. 
done,  and  restructuring  and  Internet  stock*  gw 
the  euro  are  accelerating  the  the  headlines  in  the  LSmar 
process.”  v • tat.  In  1998  and  Michael 

Investment  banks  have  : Anderson,  head  of  global 
be  eh.  concentrating  enor-  equity  cartel  markets  a 
mous.resdurces  in  European  Donaldson,  Lufkin  &■  Jen 
■eqtiiiK&^fer  Bteifcets.  War-  rette,  believes  the  sector  wm 


Yotatiie' markets:  shares  bounce  up  and  down  on  WaB  Street 


burtiF&iUoa  Read  secured  the 


with  the  -pmatiSatidrivof’-  number^  one  slot  in  under- 
France  TSgcdmlsuccuzntad  - writing  European  deals  in 
to  a bout  oTveiatiBity  and  1998  but  two  banks  with 
rather  limped&a  T - pretensions,  Merrill 

The  number'  of'  Interna^  ‘Lfrtocb  and  Deutsche  Bank, 
tional  new  equity  issues  fce&f  were  not  in  Ehe  top  five, 
as  a result,  although  theft*- Niche  participants  such  as 
combined  value  was  roughly  ABN  Amro  and  Paribas,  on 
in  line  with  the  levels  of  the  other  hand,  fared  better. 


1997. 

Of  the  three  main  geo- 
graphical sources  of  new 
issues,  the  European  market 
is  perhaps  the'  most  robust. 

The  flood  of  telecommuni- 
cations IPOs  seen  over  the 
past  few  years  is  finally  over 
in  western  Europe,  but  a 
series  of  offerings  of  addi- 
tional tranches  is  likely,' 
Including  a further,  sale  of 
stock  in  Deutsche  Telekom 
which  bankers  say  should 


a reflection  of  the  impor- 
tance of  a strong  franchise 
in  a bank's  domestic  market. 

Competition  within  the 
European  market  is  expected 
to -get  even  more  intense. 
The  battle  Is  just  beginning 
for  the  hearts  and  minds  of 
the  corporate  sector,  espe- 
cially as  the  restructuring  of 
the . continent's  industry 
gathers  pace  after  the  arrival 
of  the  euro. 


continue  to  come  to  the  mar- 
ket well  Into  this  year. 

The  demand  for  “tech" 
stocks  shows  no  sign  of  abat- 
ing nnfl  the  buoyancy  of  the 
stock  market,  especially  in 
the  teeth  of  Brazil's  currency 
turmoil,  has  given  heart  to 
issuers.  These  are  companies 
without  any  real  earnings 
streams,  however,  and  “are 
not  buy-and-hold  stocks", 
says  a US  banker. 

However,  more  conven- 
tional offerings  are  relativplv 
scarce,  although  there 
appears  to  be  little  pressure 
on  fees.  The  typical  fee  for  a 
650m  IPO  is  7 per  cent  “give 
or  take  10  basis  points”,  the 
banker  says. 

For  a SI 50m  deal,  the  fee  is 
6 to  6.5  per  cent,  while  it  can 


come  this  year.  There  has  mods  mandates  from  corpo- 
been  no  new  Telekom  stock  . rate  spin-offs,  particularly 
in  the  market  since  the  com-  among  the  -'big  German 


' Bankers  are  eyeing  enor-  tell  to  about  4.5  per  cent  for 
mods  mandates  frem  corpo-  very  large  transactions. 


pany  was  floated  in  1996. 

This  is  more  likely  to  be 
the  year  of  the  continent's 
airlines,  however.  First  to 
take  off  should  be  Air 


banks  and  industrial  compa- 
nies that  have  signalled  a 
desire  tovmwind  cross-share- 
holdings. 

.But  who  will  win  the  busi- 


France.  with  Alitalia  and  ness?  Few  bankers  expect 
.TAP  Air  Rn-tugal  also  in  the  any.  of  their  competitors  to 


pipeline. 


withdraw  from  the  equity 


These  compare  very 
favourably  with  European 
fee  levels  for  privatisation 
transactions,  to  say  nothing 
of  Latin  American  levels, 
which  are  widely  considered 
to  be  the  lowest,  such  is  the 
level  of  competition  for  busi- 
ness among  the  US  houses  in 
that  market. 


DEBT  MARKETS  by  Khozem  Merchant 


To  become  the  world’s 
Nol  we  just  merged 
hundreds  of  companies 

together.  It's  obvious  really.  If  you  want  to  build 

your  business  you  have  to  wort  together.  It's  why  Lotus  Is  the  business 
(world's  Nol)  e-mail  company.  In  fact  38.4%  of  the  world's  file-share 
and  client/server  e-mail  customers;  Including  42  of  Fortune's  top 
50  companies,  use  Lotus'  e-mall  because  of  Its  top-notch  flexibility. 
Not  surprising  considering  the  unrivalled  (Integration).  It  can  easily 
adapt  into  your  present  system,  so  you  can  protect  your  previous 
investment  And  once  fitted  you  can  enjoy  something  rather  unusual: 
An  e-mail  system  that  actually  delivers.  Every  tone.  All  thanks  to  lots  of 
fascinating  technical  gizmos  drat  gve  Impeccable  (refiaHSty).  And  then 
finally  it's  all  wrapped  In  Lotus  (security)  to  give  you  the  Fort  Knox 
of  e-mail  systems.  Really  complicated  defence  codes  are  built  into 
the  core  of  the  system  to  prevent  nosey  people  messing  around  in  your 
private  business.  We'd  lure  to  teti  you  aU  about  them  but  obviously,  they’re 
a secret  Anyway,  If  you  want  your  company  to  grow,  can  01784  445  385 
and  we'll  send  you  a 'Working  Together  in  Banking*  pack,  or  visit 
our  websrte  to  discover  how  Lotus  can  help  you  to  merge. 


has  unde  tor  t-snl  system  the  hasfcwss  woritfs  NeL 
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An  IBM  Company 


Til ■fflimiffimnnunf  ^-rrmtiniwrlTtfl  ffiimirti'VV-rrriiiirifii  tmninrtiiml'iiMwrriTitnrtn 


Euro  sparks  fight 
win  market  share 


to 


The  Americans  have  a head  start  over  their  European  rivals 
thanks  to  mature  domestic  capital  markets  and  ttie  dollar 


The  launch  of  the  euro  has 
opened  up  many  new  battle 
tines.  One  of  the  more 
intriguing  is  between  US  and 
European  banks  for  suprem- 
acy in  the  euro-zone's  debt 
market 

Having  lost  their  domestic 
franchises  with  the  introduc- 
tion of  the  euro  and  the 
emergence  of  a single  capital 
market.  European  banks 
must  now  fight  to  win  mar- 
ket share  in  their  own  back- 
yard. 

They  must  compete 
head-on  with  “bulge 
bracket"  US  banks  in  a mar- 
ket where  previously  they 
enjoyed  some  advantage, 
especially  in  lead  managing 
issues  in  their  domestic  cur- 
rencies. 

The  upshot  of  this  battle  is 
likely  to  be  an  oligarchy  of 
powerful  banks  dominated 
by  US  institutions  but  with 
some  European  presence. 

This,  is  a trend  being 
driven  by  irreversible  struc- 
tural changes  such  as  the 
introduction  of  the  euro  and 
the  emergence  of  a unified, 
credit-driven  capital  market. 

“Hite  is  a long-term  trend, 
but  it  will  happen,”  says 
Karsten  Moiler,  managing 
director  and  head  of  Euro- 
pean debt  capital  markets  at 
Goldman  Sacbs. 

The  disparity  between  US 
banks  and  their  European 
rivals  is  illustrated  by  the 
1908  tables  of  top  book-run- 
ners for  the  following  catego- 
ries in  all  currencies  - all 
international  bonds,  euro- 
bonds, and  eurobonds  and 
all  globals. 

In  the  first  category  US 
hanks  command  the  top  four 


slots  with  29-56  per  cent  of 
the  market.  In  the  second 
four  US  banks  head  a 23.63 
share  share  while  in  the 
third  six  US  hanks  hold  43.27 
per  cent. 

This  year  European  banks 
have  started  what  bankers 
describe  as  the  “catch-up  ini- 
tiative”. In  the  first  two 
weeks  of  the  euro,  European 
banks  filled  the  top  seven 
out  of  10  slots  for  book-run- 
ning on  eurobond  issues, 
according  to  International 
Financing  Review. 

“Most  European  banks 
have  taken  this  early  oppor- 
tunity to  deal  themselves 
back'  Into  the  markets, " says 
Joseph  Cook,  managing 
director,  at  JJ*.  Morgan.  “US 
banks  are  not  getting  much 
of  the  euro-paper  issuance, 
some  are  even  considering 
withdrawing  from  certain 
markets  such  as  pfondbriefo . 
bonds." 

The  catalyst  for  all  this 
has  been  the  euro,  which 
will  become,  like  the  dollar, 
a global  currency.  ItfbUows 
that  the  beneficiaries  mil  be 
those  banks,  potentially 
European,  which  possess  or 
develop  a global  reach. 

“The  dollar  is  a global 
product  and  tbe  reason  why 
US  investment  banks  have 
been  strong  here  is  that  they 
have  more  of  a global  foot- 
print" says  Mr  Moiler. 

The  US  banks  have  had  a 
head  start.  They  have 
mature  domestic  capital 
markets  with  the  ultimate 
global  product,  the  dollar. 

Deutsche  Bank's  recent 
takeover  of  Bankers  Trust  is 
a.  signal  of  its  “bulge- 
bracket"  ambitions.  Paribas, 


too,  has  disclosed  its  blue- 
print for  similar  status  by 
creating  four  core  banking 
units  that  mirror  the  US 
model. 

■ -The  chang«|  axe  'ttarignari 
to  position  Paribas  ahead  of 
what  It,  Deutsche  Bank  and 
others  believe  is  the  unfold- 
ing revolution  in  the  euro- 
zone's capital  markets. 

The  unified  European  capi- 
tal market,  which  will 
increasingly  resemble  the 
more  credit-focused  US  mar- 
ket, is  the  'second  force  for 
change. 

The  euro-zone  market  will 
be  one  in  which  corporate 
bonds  will  outstrip  bank 
debt  as  the  main  form  of 
company  debt  Price  trans- 
parency and  liquidity  will  be 
enhanced  andcredft  ratings 
will  become  a fixture' 

The  long-term  question  is 
. who  will  win  . the  enlarged 
underwriting  business. 

. “The  crucial  issue  will  be 
to  become  masters  of  origi- 
nation and  distribution,” 
says  Andrew  Pisker,  global 
head  of  bonds  at  Paribas. 
The  quality  of  deal  execution 
and  historic  relationships 
will  be  the  test;  be  adds. 

US  banks-  make  more 
aggressive  use  of  debt  and 
credit  pricing.- 'They  have  a 
more  mature  capital  market 
and  excel  in  product  design 
and  marketing.  This  , has 
given  rise  to  a tradition  of 
shareholder  value,  which  Is 
now  taking  root  , in  Europe, 
forcing  companies  to  merge 
■and  refocus  as  they  improve 
performance.  . 

But  the  prime  driver 
behind  the  expanded  US- 
styta  capital  markets  in  the 


Joseph  Cook:  European  banka 
are  ousting  US  rlvaia 

euro-zone  is  bank  disinter- 
mediation,  by  which  borrow- 
ers skip  paat  their  tradi- 
ticmal  lenders  - hanfre  _ ^ 
raise  funds  from  the  capital 
markets. 

In  the  US,  68  per  cent  of 
corporate  debt  is  in  bonds 
and  32  per  cent  in  loans.  The 
ratios  are  reversed  in 
Europe. 

“Banks  know  that  if  you 
are  a decently  rated  conx> 
rate  it  is  still  cheaper  to  bor- 
row from  banks  than  capital 
markets,”  says  Mr  Cook. 
“However,  you  get  long-term 
lending  from  capital  mJrkeS 
without  banks  poking  then- 
nose  into  your  business," 
The  US's  export  to'  the 
European  market  has  been 
both  cultural  in  tennT^f 
market  practice  and  organs. 

rational.  In  effect,  the  Emo- 
2-m^^is  slowly  being 

J7llttBtl011’  corpo- 
rate bonds.  the  business  of 
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LEVERAGED  BUY-OUTS  by  Khozem  Merchant 


> The  faint-hearted 
should  steer  clear 

Ths  LBO  market  is  being  driven  by  a wave  of  mergers  and 
acquisitions  and  by  the  rise  in  the  amount  of  private  equity  funds 


t 


Leveraged  buy-outs,  where 
funds  are  raised  at  very  high 
rates  to  buy  a company 
whose  assets  are  used  as  col- 
lateral against  the  loan,  is 
not  for  the  faint-hearted. 

The  events  of  last  year, 
when  the  Russian  debt 
default  squashed  the  market 
for  high-yield  bonds  - an 
Important  element  in  a typi- 
cally large  LBO  financing  - 
are  unlikely  to  go  unheeded. 

Chastened  European 
investors  are  suggesting  a 
greater  input  of  equity  and 
senior  debt  in  these  innova- 
tive types  of  financings 
while  also  becoming  more 
conservative  with  their 
leverage  multiples. 

At  the  same  time  a slow- 
down in  the  euro-zone  econ- 
omy will  test  the  nascent 
industry's  ability  to  remould 
heavily  leveraged  deals  hit 
by  the  tougher  economic  cli- 
mate. 

There  are  two  main  groups 
of  factors  driving  the  Euro- 
pean LBO  market,  which 
grew  by  value  from  39bn  in 
1993  to  about  $36.6bn  five 
years  later. 

First  is  mergers  and  acqui- 
sitions, which  is  being 
fuelled  try  a wave  of  Indus- 
consolidation  in  the 
eurozone-  At  the  same  time 
more  robust  demands  for 
shareholder  value  are  forc- 
ing companies  to  sell 
peripheral  assets  and  refo- 
cus. 

“For  the  first  time  Institu- 
tional investors  in  public 
and  private  markets  are 
looking  at  Europe  on  an 
integrated  basis  and  this  is 
driving  consolidation  across 
the  region,”  says  David 
Gregson,  managing  director 
of  Donaldson,  Lufkin  & Jen- 
rette  Phoenix  Private 
Equity. 

The  second  engine  of 
growth  is  the  increase  in  the 
size,  as  opposed  to  number, 
of  private  equity  funds,  in 
particular  US  investors 
looking  to  migrate  from 
mature  home  markets. 

The  result  is  what  David 
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Law.  head  of  leverage 
finance  at  Warburg  Dillon 
Read,  describes  as  "pent-up 
buying  power  at  an  all-time 
high.  There  are  simply  not 
enough  quality  transactions 
available  to  satisfy  the  vol- 
ume of  funds  raised." 

In  1935  the  pool  of  avail- 
able funds  for  LB  Os  was 
$5.9bn,  swelling  to  S22.6bn  in 
1997,  report  Warburg  Dillon 
Read.  Leveraged  up  by  a fac- 
tor of.  say,  four,  the  real 
firepower  is  between  $50bn- 
SSObn  looking  for  deals. 

Private  equity  firms  have 
been  the  catalysts.  “They 
have  had  some  great  oppor- 
tunities to  make  money," 
says  Hugh  Briggs,  vice-presi- 
dent of  acquisition 
leverage  finance  at  Salomon 
Smith  Barney.  “They  were 
riding  a rising  cycle  and  ven- 
dors were  getting  great 
prices." 

There  is  now  a more  cau- 
tious approach.  Investors 
had  been  paying  multiples  at 
the  peak  of  the  cycle.  The 
key  issue  now,  lie  says,  is 
“Are  people  overpaying? 
Most  investors  are  now  stay- 
ing liquid  rather  than  over- 
paying." Recession  will  tease 
out  the  answer. 

British  private  equity 
funds  drive  the  European 
market  Some  of  the  leading 
participants  such  as  CVC 
Capital  Partners  and 
Doughty  Hanson  have  raised 
- fimds  of  between  3&5bn  and 
S3fan  since  1996. 

The  size  of  some  recent 
LB  Os  is  illustrative.  They 
include  Kappa  Packaging 
(Cinven-CVC.  $1 ,670m);  Wil- 
lis Corroon  flCKR.  $1 ,565m) 
and  IPC  magazines  (Cinven, 
$l.4i5m) 

These  funds  face  big 
threats  from  their  larger  US 
rivals  such  as  KKR,  Warburg 
Pincus  and  Hicks,  Muse. 
Tate  & Furst,  which  between 
them  boast  global  firepower 
approaching  $20bn~ 

In  the  US  massive  liquid- 
ity has  flooded  into  the  big 
mutual  funds,  which  in  turn 
invested  in  dedicated  high- 
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European  buy-out  activity 
1397  (as  HoT  GDP) 


flrtand 


yield  or  LBO  funds.  This  has 
yet  to  happen  In  Europe  and 
accounts  for  the  shallow 
investor  base  at  the  riskier 
end  of  the  investment  spec- 
trum. 

Private  equity  funds  have 
partly  attracted  strong 
inflows  because  of  what 
bankers  describe  as  a “com- 
pelling case  going  forward". 
One  barometer  is  that  buy- 
out activity  as  a percentage 
of  gross  domestic  product  in 
the. United  Kingdom  in  1997 
was  L43  p ez  cent  compared 
with  0.15  per  cent  for  Ger- 
many. 

This  illustrates  the  matu- 
rity of  the  UK.  More  impor- 
tant for  investment  banks 
chasing  advisory  income,  it 
reveals  the  potential  of  con- 
tinental European  markets, 
especially  Germany. 

Price  aside,  the  surplus  of 
funds  chasing  too  few  rfpais 
has  caused  problems. 

“Last  year  on  a number  of 
occasions  there  was  a mis- 
match between  the  volume 
of  deals  coming  to  the  mar- 
ket and  retail  banks'  ability 
to  digest  them."  says  David 
Farley,  head  of  LBO  finance 
at  J.P.  Morgan.  “As  a result 
several  large  deals  foiled  to 
completely  syndicate.” 

More  recently,  some  deals 
which  encountered  difficul- 
ties betray  what  one  hanker 
describe  as  the  “high  water- 
mark of  aggressiveness  in 
deal-making". 

European  banks'  small 
LBO  teams  were  a problem, 
too,  forcing  some  to  turn 
away  deals  when  the  volume 
rose-  “Given  the  relatively 
uniform  pricing,  banks  chose 
straightforward  deals  and 
turned  down  the  complex  or 
highly  leveraged  transac- 
tions," said  Farley.  Banks 
are  now  increasing  their 
LBO  teams. 

Bankers  identify  two 
broad  fault-lines.  First  is  a 
slowdown  in  the  European 
economy.  Markets  can  adjust 
to  this  by  leveraging  down 
and  cutting  the  number  of 
deals. 


Value  of  buy-outs 
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The  challenge  will  be  how 
skilfully  market  participants 
restructure  existing  highly 
leveraged  deals  hit  by  the 
tougher  climate.  The  more 
mature  US  market  has  been 
routinely  dealing  with  this 
problem  for  years. 

Second  is  the  issue  of  secu- 
rity and  who  gets  paid,  and 
In  what  order,  in  the  event 
of  a default.  In  the  US  bond- 
holders fall  behind  banks 
but  ahead  of  ordinary  credi- 
tors (suppliers).  In  Europe 
banks  are  followed  by  the 
ordinary  creditors,  ahead  of 
bondholders. 

“The  first  default  of  an 
LBO  with  high-yield  finance 
mg  could  be  a legal  bean- 
feast." says  Mr  Briggs  at 
Salomon  Smith  Barney.  This 
is  because  high  yield  is  gov- 
emened  mainly  by  New 
York  law.  syndicated  loans 
by  English  law  and  securi- 
ties by  local  laws. 

“1  expect  a significant  LBO 
defaulting  in  euro-zone  in 
the  next  two  years,”  be  says. 

To  a large  degree  the 
leveraged  finance  market  is 
predicated  on  the  revival  of 
the  high-yield  bond  market, 
a casualty  of  the  Russian 
debt  default  last  August. 
High-yield  financing  will  test 


the  risk  appetite  of  the  con- 
servative European  investor 
base. 

The  safety  net  is  develop- 
ing a deeper  and  broader 
investor  base.  “For  all  of  this 
equity  to  be  utilised  we  need 
to  continue  to  broaden  the 
debt  investor  base  beyond 
traditional  European  senior 
bank  lenders,”  says  Tom 
Hagerstrom,  head  of  high 
yield  origination  at  J.  P. 
Morgan. 

He  says  the  critical  issue 
is  raising  the  availability  of 
institutional  debt  in  these 
structures.  “If  senior  or  sub- 
ordinate debt  can  he  increas- 
ingly placed  with  more  Euro- 
pean institutions,  I think  the 
long-term  dynamics  of  Euro- 
pean LBO  are  compelling." 
he  adds- 

Some  of  the  influencing 
factors  will  be  the  develop- 
ment of  the  dedicated  funds 
targeted  at  individual  inves- 
tors or  institutions,  who  do 
not  have  credit  skills  to 
invest  on  their  owtl 

US  banks  routinely  talk  of 
their  more  sophisticated 
“way  of  looking  at  credit." 
That  is  one  reason  why  they 
may  continue  to  drive  the 
LBO  market  in  the  euro- 
zone. 


VII 


DERIVATIVES  by  Arkady  Ostrovsky 


Greyer,  but  more 
respectable 

The  image  of  a business  which  has  more  in  common  with 
gambling  than  with  banking  is  receding 


Derivatives  traders  thrive  on 
risk  and  volatility.  But  these 
two  commodities  were  in 
such  large  supply  last  year 
that  even  hard-bitten  traders 
found  themselves  treading 
water. 

First  there  was  Russia's 
double  act  of  default  and 
devaluation,  which  led  to  a 
credit  squeeze  and  the 
annulment  of  forward  con- 
tracts that  were  supposed  to 
protect  foreign  investors 
from  such  an  eventuality. 

That  was  followed  soon 
after  by  the  near-collapse  of 
Long-Tferm  Capital  Manage- 
ment, a US  hedge  fund  spe- 
cialising in  equity  deriva- 
tives- It  was  forced  to 
unwind  its  positions  at  a 
time  when  there  were  few 
buyers  in  the  market. 

These  were  some  of  the 
highlights  of  a year  that  sent 
the  shock  waves  throughout 
the  derivatives  markets. 

Exposure  to  LTCM  cost 
UBS,  the  Swiss  bank  created 
in  the  merger  of  Union  Bank 
of  Switzerland  and  Swiss 
Bank  Corporation,  SFr984m 
and  led  to  the  resignation  of 
Mathis  Cabiallavetta,  its 

ftlmifman. 

The  effects  of  the  Russian 
crisis  are  still  feeding 
through  capital  markets  as 
banks  try  to  recover  their 
losses.  Both  events  caused 
banks  to  reduce  their  appe- 
tite for  risk  and  their  expo- 
sure to  equity  and  credit 
derivative. 

In  addition,  the  introduc- 
tion of  the  euro  removed  the 
need  to  hedge  against  for- 
eign currency  risk  in  the  11 
euro-zone  countries,  remov- 
ing a large  chunk  of  busi- 
ness in  fixed  income  deriva- 
tives markets  in  Europe. 

“Implied  volatilities  have 
risen  to  historically  high  lev- 
els and  people  are  very  cau- 
tious about  rising  volatility 
across  Europe  and  the  US,” 
says  Chris  Goekjian.  co-head 
of  fixed  income  and  deriva- 
tives division  at  Credit  Sui- 
sse First  Boston,  one  of  the 
leading  derivative  houses. 

“We  have  reduced  our  risk 


appetite,  especially  for  vola- 
tility, and  we  are  much  more 
conscious  of  counter-party 
risk  and  credit  exposure” 
says  Wolfgang  Stolz  at  War- 
burg Dillon  Read. 

Mr  Stolz  says  while  the 
UBS  Is  still  one  of  the  main 
providers  of  volatility  prod- 
ucts, it  has  tightened  its  lim- 
its for  risk  exposure  signifi- 
cantly. 

Last  month  UBS  also  said 
it  was  pulling  out  of  energy, 
base  metals  and  electricity 
derivatives. 

“Products  linked  to  volatil- 
ity used  to  account  for  80  per 
cent  of  our  total  revenues  in 
equity  derivatives.  Now  it 
accounts  for  about  40  per 
cent,”  he  adds. 

As  in  many  other  matur- 
ing industries,  the  talk 
among  investment  banks  is 
about  adding  value  and  cus- 
tomising products  to  the  spe- 
cific needs  of  the  client. 

Straightforward  interest 
rate  and  currency  swaps 
may  still  account  for  most  of 
the  volume  in  fixed  Income 
derivatives,  but  investment 
banks  say  they  no  longer 
represent  most  of  the  value 
and  effort. 

Eric  Bertrand,  managing 
director  of  fixed  income 
derivatives  at  J.  P.  Morgan, 
says  that,  while  the  headline 
numbers  show  that  volume 
growth  has  slowed  from  30 
per  cent  a year  to  10  per 
cent,  these  figures  do  not 
reflect  structured  deriva- 
tives, which  are  not  traded 
in  the  market  and  therefore 
are  harder  to  account  for. 

“Structured  derivatives 
are  expanding  by  30  to  40  per 
cent  a year.”  Mr  Bertrand 
says.  The  demand  is  partly 
driven  by  insurance  compa- 
nies and  institutional  inves- 
tors looking  for  higher  yields 
in  an  increasingly  low-yield 
environment. 

German  insurance  compa- 
nies, for  example,  are  invest- 
ing in  derivatives  based  on 
bonds  which  have  higher 
yields  because  they  can  be 
called  by  the  Issuer  every 
year.  The  issuer,  on  the 


other  hand,  hedges  its  inter- 
est rate  risk  by  writing  a 
swap  with  the  hank  which 
transforms  it  into  Libor- 
based  financing. 

“The  trend  is  moving  from 
conventional  straightfor- 
ward derivatives,  which 
have  now  formed  a mature 
market,  Into  value-added 
products  which  customise 
volatility  and  debt  portfolios 
for  individual  clients,”  Hr 

Bertrand  explains. 

The  biggest  growth  area, 
however,  is  equity  deriva- 
tives. 

“As  interest  rates  came 
down  and  investors  became 
more  bullish  an  equity  mar- 
kets, they  started  buying 
equity  nates  where  you  have 
principal  protection  and 
your  ultimate  upside  is 
linked  to  the  return  of  some 
market  or  some  stocks," 
explains  Thomas  Reagan, 
managing  director  of  equity 
derivatives  at  J.  P.  Morgan, 

Over  the  past  two  years 
one  of  the  most  popular 
equity  derivative  products 
has  been  convertible  bonds, 
which  con  be  converted  into 
shares  of  the  issuer  when 
the  share  price  is  higher 
than  bonds. 

But  the  turbulence  in  capi- 
tal markets  and  rising  vola- 
tility meant  that  many 
banks  found  themselves 
short  of  long-dated  volatility 
products.  This  has  prompted 
the  development  of  so-called 
reverse  convertibles. 

The  investor  who  buys  a 
reverse  convertible  is 
obliged  to  turn  it  into  shares 
only  if  the  market  goes  down 
and  the  share  price  drops 
below  the  value  of  the  bond. 
Meanwhile,  an  Investor 
receives  a high  premium  on 
the  paper. 

Many  bankers  say  the 
image  of  derivatives  which 
has  more  in  common  with 
gambling  than  with  banking 
is  receding.  So  too,  they 
claim,  is  the  era  of  Nick  Lee- 
son. 

The  industry  may  be 
greyer,  but  it  is  also  begin- 
ning to  get  respectable. 
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Sunny  intervals, 
but  storm  clouds 
stay  close  by 

Many  sectors  are  expected  to  prosper  through 
ttl&A.  But  there  is  overall  concern  over  the 
rmacro-economic  climate,  writes  Kevin  Brown 


After  all  the  years  of 
planning,  the  great  event  of 
1999  - the  launch  of 
Europe’s  single  currency  - 
went  off  almost  without  a 
hitch.  But  the  successful 
start  of  trading  in  the  new 
currency  is  only  chapter  one 
of  the  euro  story. 

Those  commentators  who 
think  it  will  all  end  in  tears 
may  be  overly  pessimistic, 
but  the  slowing  global  econ- 
omy and  increasing  trade 
tendons  suggest  many  com- 
panies will  discover  this 
year  that  it  is  as  painful  to 
lose  money  in  one  currency 
as  it  is  in  11. 

Many  companies,  of 
\fuirse,  win  do  well  in  spite 
pc  the  cloudy  outlook.  Others 
.'will  force  themselves  into  a 
more  competitive  position 
through  takeovers  or  merg- 
ers, often  across  national 
borders  as  the  pace  at  global- 
isation quickens.  There  will 
also  be  continued  growth  for 
industries  in  the  forefront  of 
technological  change,  such 
as  mobile  telephony,  phar- 
maceuticals and  the  boom- 
ing manufacturing  outsourc- 
ing sector.  For  the  bulk  of 
the  world's  businesses, 
though,  the  macro-economic 
climate  is  what  counts.  And, 
as  January  comes  to  an  end, 
it  looks  decidedly  unfavoura- 
ble. 

As  the  International  Mone- 
tary Fund  warned  in  a 
recent  update  of  its'  World 
- Economic  Outlook,  the 
A, (global  economy  continues  to 
Mace  a severe  risk  of  a seri- 


ous downturn,  in  spite  of  the 
apparent  stabilisation  of  the 
emerging  market  problems 
which  first  appeared  in  Asia 
in  1997.  The  scale  of  the 
problem  is  apparent  from 
the  speed  at  which  the  IMF 
has  downgraded  its  forecasts 
for  economic  growth  in  1999: 
from  4.4  per  cent  in  late  1997 
to  2.5  per  cent  in  October 
last  year,  and  finally  to  22. 
per  cent 

The  modest  scale  of  the 
latest  revision  has  been 
widely  interpreted  as  an 
indication  that  the  global 
economic  crisis  which 
appeared  to  be  looming  has 
been  averted.  But  the  Fund 
was  careful  to  add  that  the 
supply  of  funds  to  most 
emerging  markets  bad  been 
sharply  reduced,  while  con- 
ditions in  world  financial 
markets  remained  fragile. 
These  continuing  problems 
meant  that  it  would  be  pre- 
mature to  consider  the 
world’s  economic  HiffienTtips 
over,  the  IMF  said. 

The  picture  looks  similar 
on  a country-by-country 
basis.  The  US  economy  is 
widely  thought  to  be  vulner- 
able to  a slowdown,  if  only 
because  over-valuation  of  US 
equities  makes  the  economy 
Increasingly  dependent  on 
the  maintenance  of  fragile 
consumer  ramfiripnre  If  the 
optimists  are  right,  it  is  pos- 
sible that  robust  growth  will 
mntinup.  in  any  case,  inter- 
national trade  accounts  for 
only  a small  proportion  of 
US  gross  domestic  product. 


so  the  Impact  of  a slowdown 
on  the  rest  of  the  world 
would  not  be  too  great  so 
long  as  other  engines  of 
growth  remained  on  track. 

The  problem  is  that,  if  not 
already  off  the  rails,  the 
other  big  economies  are  cer- 
tainly having  trouble  pass- 
ing tile  gjgnalg 

The  Organisation  for  Eco- 
nomic Co-operation  and 
Development  (OECD),  in  its 
economic  outlook  published 
in  December,  warned  that 
strong  deflationary  forces 
were  likely  to  restrict  Japa- 
nese growth  to  very  low  lev- 
els this  year  and  next,  even 
if  Tokyo  manages  to  over 
come  the  serious  problems  of 
the  Japanese  finatiriai  sec- 
tor. 

The  OECD  also  forecast 
that  tynxinmip  activity  would 
decelerate  throughout  the 
euro  area  in  both  1998  and 
2000.  For  the  EU  as  a whole, 
including  the  four  non-euro- 
zone countries,  the  OECD 
forecasts  growth  of  2J2  per 
cent  thin  year  anri  2J5  per 

cent  in  2000,  down  from  2J 
per  cent  in  1996.  However, 
some  independent  econo- 
mists think  the  outlook  for 
the  11  euro-zone  countries  is 
substantially  weaker. 

Lombard  Street  Research, 
in  its  January  international 
review,  describes  the  euro- 
zone’s mi»  of  fiscal  and  mon- 
etary policies  as  “absurdly 
deflationary",  and  forecasts 
growth  in  the  current  year 
of  no  more  than  1-25  per 
cent  It  also  warns  that  pros- 


pects for  future  growth  will 
be  crippled  imla«3  fiscal  con- 
straints imposed  by  the 
Maastricht  treaty  are  loos- 
ened. Meanwhile,  the  Con- 
federation  British  Industry  - 
the  employers'  organisation 
- recently  cut  its  forecast  for 
growth  in  the  EITs  biggest 
non-euro  economy  to  0.7  per 
cent  for  1999. 

Adding  to  the  problems  of 
slower  growth,  global  trad- 
ing tensions  are  increasing. 
The  US,  Chile,  Tfr-arii  and  the 
EU  are  considering  whether 
to  follow  Taiwan  and  India 
in  protecting  domestic  steel- 
makers against  alleged 
dumping  by  other  countries; 
the  US  is  becoming  increas- 
ingly bellicose  towards 
Japan  on  a range  of  Issues, 
Including  steel;  and  the  US 
is  threatening  punitive  tar- 
iffs against  a range  of  EU 
goods  in  February  unless 
Brussels  backs  down  In  a 
row  over  banana  trading.  All 
these  tensions  are  likely  to 
worsen  as  economic  growth 
slows,  though  none  has  so 
far  reached  the  point  of  no 
return. 


There  Is  also  a dear  dan- 
ger that  Aslan  economic 
instability  will  spread  to 
emerging  markets  in  other 
parts  of  the  world.  Financial 
market  concerns  about  this 
prospect  were  clear  In  the 
reaction  to  Brazil’s  decision 
to  devalue  its  currency  last 
month,  although  it  was 
unclear  how  damaging  the 
impact  of  the  crisis  would  be 
on  Latin  America  and  the 
rest  of  the  world. 

Against  this  background, 
the  longer-term  impact  of 
the  euro  launch  remains 
unclear. 

The  weight  of  opinion  is 
on  the  side  of  those  who 
think  that  the  political  capi- 
tal invested  by  Europe’s 
leaders  will  ensure  the 
euro's  survival,  in  spite  of 
the  asymmetric  strains  that 
may  be  inflicted  by  a single 
interest  rate  superimposed 
on  slowing  growth  and  high 
unemployment.  But  there 
are  others  who  think  that 
Europe’s  understandable 
euphoria  about  the  success- 
ful technical  launch  of  the 
new  currency  has  disguised 


companies’  unreadiness  to 
deal  with  the  strategic  issues 
It  raises  - notably  how  they 
can  maintain  competitive- 
ness now  that  governments 
can  no  longer  do  it  for  them 
by  depreciating  the  national 
currency. 

“Companies  are  going  to 
have  to  make  hard  decisions 
on  competitiveness  now  that 
there  can  be  no  devalua- 
tions, and  I would  expect 
that  to  start  coming  through 
towards  the  end  of  the  12- 
month  period.”  says  Fields 
Wlcker-Mi urin,  a vice-presi- 
dent of  A.T.  Kearney’s  finan- 
cial institutions  group  and 
former  director  of  strategy  at 
the  London  Stock  Exchange. 

“Talking  to  chief  execu- 
tives and  chief  investment 
officers  at  companies  and 
investment  institutions 
throughout  Europe  shows 
there  is  still  quite  a lot  of 
work  to  be  done  before  we 
can  say  to  what  extent  1999 
will  be  the  year  of  the  suc- 
cessful euro  launch.” 

One  trend  that  is  likely  to 
continue  is  the  defensive 
merger  across  European  bor- 


ders, as  companies  huddle 
together  for  comfort  in  the 
face  erf  the  increasingly  con- 
tinental market  and  the 
growing  tendency  among 
institutional  Investors  to 
judge  their  portfolios  against 
Europe-wide  rather  than 
country-based  benchmarks. 
However,  it  remains  to  be 
seen  whether  Europe’s 
largely  left-wing  govern- 
ments, already  struggling 
with  high  unemployment, 
will  be  willing  to  counte- 
nance the  job  losses  that  are 
likely  to  accompany  cost-out- 
ting  rationalisation. 

More  immediately,  compa- 
nies operating  in  more  than 
one  euro-zone  country  are 
already  coming  under  pres- 
sure to  harmonise  prices  as 
price  transparency  - one  of 
the  great  benefits  to  consum- 
ers promised  by  proponents 
of  the  single  currency  - 
begins  to  bite. 

“One  of  the  great  advan- 
tages of  the  single  currency 
is  that  prices  become  more 
transparent  across  different 
countries  because  you  can 
directly  compare  them,  and 


we  know  that  there  are  some 
industry  segments  where 
prices  vary  by  a factor  of 
two,”  says  Christophe  Maier- 
Roth,  a vice-president  at 
Arthur  D.  Little,  the  consul- 
tants, in  Munich.  “We  are 
aware  that  companies  are 
already  coming  under  pres- 
sure to  equalise  prices.  It 
may  happen  very  slowly  at 
first,  but  after  a while  it  will 
go  much  faster.” 

So  companies  this  year 
will  have  to  pick  their  way 
between  a host  of  problems. 
If  they  succeed,  they  will 
make  money,  or  at  least  stay 
in  business.  But  there  will 
be  little  time  for  celebration, 
because  the  next  big  prob- 
lem is  already  looming. 

On  January  l next  year, 
we  will  find  out  whether 
those  who  claim  the  impact 

Of  the  millennium  ‘bomb*  OH 
the  world's  computers  has 
been  exaggerated  are  right 
If  they  are  wrong,  the  chaos 
caused  by  computers  which 
cannot  recognise  21st  cen- 
tury dates  will  make  this 
year’s  problems  will  look 
like  a vicarage  tea  party. 
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PHARMACEUTICALS  by  David  PJIIing 


All  eyes  will  be  fixed  on 


R&D  costs  and  the  need  to  gain  critical  mass  are  changing  thinking 


One  question,  above  all  others, 
will  be  taxing  pharmaceuticals 
axecutives  everywhere  this  year 
has  the  much-touted  consolida- 
tion of  the  drugs  industry  begun 
in  earnest? 

’The  dying  moments  of  1998  pro- 
duced no  fewer  than  three  big 
mergers,  all  involving  European 
companies.  In  Prance,  S&nofi  and 
Syntheiabo  joined  forces  to  cre- 
ate a company  with  a market 
capitalisation  of  $30bn.  More  sig- 
nificantly, Zeneca  of  the  UK  and 
Astra  of  Sweden  agreed  to  create 
the  tbird-biggest  drugs  company 
by  sales,  and  Hoechst  of  Ger- 
many and  Rhone-Poulenc  of 
France  said  they  would  form  the 
largest  life  sciences  group. 

Several  factors  appear  to  have 
convinced  executives  that  the 
hazards  of  merging  are  occasion- 
ally outweighed  by  the  potential 
benefits  of  gaining  critical  masa 


in  a fragmented  industry.  (No 
single  wwripany  has  more  than  5 
per  cent  of  market  share.) 

The  first,  as  far  as  European 
companies  are  concerned,  is 
access  to  the  US  market,  where 
the  fastest  growth  and  the  most 
succulent  margins  are  found. 
Last  year,  on  the  back  of 
double-digit  sales  growth,  the  US 
drug  sector  outperformed  the 
S&P  500  by  19  per  cent,  rising  50 
per  cent  in  absolute  terms, 
according  to  BT  Alex  Brown. 
Warner  Lambert,  Sobering-1 
Plough  and  Pfizer  were  star  per- 
formers. In  continental  Europe, 
by  contrast,  pharmaceutical  com- 
panies rose  only  19  per  cent 
underperforming  the  European 
market  by  7 per  cent 

German,  French  and  Swiss 
companies,  whose  sales  tend  to 
be  concentrated  in  Europe,  are  in 
danger  of  missing  out  on  the 


world’s  most  lucrative  market, 
making  it  more  difficult  to 
plough  adequate  funds  back  into 
research  and  development 
Hie  risk  is  that,  If  they,  do  not 
act,  they  will  fall  further  behind. 
Hoechst  and  Rhone-Poulenc  dted 
as  a reason  for  merging  their 
ability  to  sell  both  .companies’ 

products  through  a combined  - 

and  expanded  - US  salesforce  in 
an  effort  to  gain  market  share. 
Astra  and  Tanwy  said  much  the 
same. 

The  second  reason  for  consoli- 
dation is  the  cost  of 

R&D,  thanks  largely  to  the  prolif- 
eration of  new  technologies  for 

itiwnvBrl^g  dicpqna  rnty-hnnlcmg 

and  potential  drugs.  So  demand- 
ing has  R&D  spending  require- 
ments become  that  even  the  big- 
gest companies,  such  as  Merck, 
Pfizer,  Bristol-Myers  Squibb  and 
Glaxo  cannot  hope  to 


compete  across  every  disease 
area. ' 

A third  reason  that  size  mat- 
ters is  the  growing  cost  of  mar- 
keting, particularly  in  the  TJS 
where  sales  are  being  fuelled  by 
direct-to-consumer  advertising, 
including  expensive  television 
campaigns.  Although  it  will  be 
some  years  before  such  practices 
become  widespread  in  Europe, 

drug  companies  everywhere  win 

have  to  spend  more  on  creating 
both  product  and  brand  aware- 
ness. 

Perhaps  the  most  telling  push 
towards  consolidation  Is  provided 
by  what  some  analysts  regard  as 
a growing  gulf  between  the 
implied  valuation  of  several  com- 
panies and.  their  true  earnings 
prospects.  In  the  UK,  for  exam- 
ple. during  1998  the  average  p/e 
rose  from  27  times  prospective 
earnings  to  28  times. 

Many  companies  face  looming 
patent  expiries  and,  with  compe 


tithffl  around  new  drug.lAnnchss 
intense,  it  Is  not  clear  whether  all 
have  the  necessary  product*  to 
replace  test  earnings.  One-way  of ' 
squaring  the  circle  is  to  cut  out 
expenditure  by  selling  the  com- 
bined output  of  two  companies 
across  a single  cost  base. 

The  result  Is  that  fide  year  is 
almost  bound  to  see  more  merg- 
ers. But  (hoe  could 'he  . several 
brakes  on  wholesale  consolida- 
tion. 

Most  obviously,  1998  showed 
how  hard  it  was  to  puR  off  a 
drugs  merger  Glaxo  Wellcome 
and  BmithKlIne  saw  their 
attempt  at  union1 "interrupted  by 
managerial  squabbles.  - and 
clashes  of  culture.  American 
Home  Products’  merger  talks 
came  unstuck  with  two  compa- 
nies, first  smtthinfTM  <mi  then 
Monsanto. 

If  mergers  of  equals  are  tricky, 
so  are  takeovers.  The  assets  of 
drug  companies  reside  largely  in 


their  research  base.  Not  only,  can 
a bnwffl*  takeover.  kfll  the  golden 


‘managers;  but  it  also  creates  Ml- 
lions  of  dollars  of  goodwill  to  be 
written  down. 

Yet,  even  if  wholesale  consoli- 
dation does -not  materialise,  mar- 
ket expectations  of  merger  acttv* 
. ity  should  be  enough  to  keep  the 
sector  buoyant,  argues  BT  Alex 
Brown. 

pharmaceuticals  should  also 
benefit  from  being  seen  as  a 

defensive  stock  in  times  of  eco- 
nomic downturn,  with  earnings 
relatively  impervious  to  reces- 
sion. In  tiie  US.  drug  sales  are 
predicted  -to  continue  their 
double-digit  expansion  in  1999. 
Even  in  Europe,  where  the  indus- 
try has  had  little  success  in  bat- 
tering down  price  regulations, 
the  sector  should  grow  by  5 per 
Only  in  Japan,  the  world’s 
second-biggest  market;  will 
riarrumri  mnHrrrw  flat.  That  gives 


aggregate  ^W»l  sales  of 

abtaalysBr  are  also 

zzpgs  btiask 

Vioxx.  tor  arthritis  SmititKunrs 

Roche's  Xemcal  for  oD«u>. 
ftbuto’s  Relenza  for  0U-  lk 

Many  of  these  drugs  share  wdh 

Viagra,  Pfizer'5  sensation  of 

the  uotential  to  stir  public  -jjtor 
SCSSTcS.  the  launch  of 
many  such  products  «jn  ** 

accompanied  by  agsr^sl£Urepe' 
keting  campaigns,  in  turupe. 
governments  will  watch  ner- 
vously to  see  ho*  hard 
clamour  for  these  premtiy 

*S'SSSd-r.Tl---5‘ 

has  put  a lot  of  faith  in  the  abil- 
ity of  drug  companies  to  dclin- - 
It  will  quickly  grow  impatient 
with  those  that  cannot. 


AVIATION  by  Michael  Skapinker 


National  flags 
keep  flying 

Alliances  will  find  favour  while  governments  take  a firm  stand 
against  cross-border  purchases  and  mergers 


In  any  other  industry  but 
aviation  this  would  be  the 
year  In  which  national 
champ  ions  disappeared.  Brit- 
ish Airways  and  American 
Airlines  would  merge  and 
then  gobble  up  Finnalr, 
Iberia  of  Spain  arid  Qantas  of 
Australia. 

United  Airlines  would 
merge  with  Lufthansa  of 
Germany,  and  the  combined 
company  would  buy  Singa- 
pore Airlines.  Scandinavian 
Airlines  System,  Varig  of 
Brazil  and  Air  Canada.  Air 
France  would  spend  some 
time  deciding  whether  to 
merge  with  Delta  Air  lines 
of  the  US  or  Continental,  but 
would  choose  one  or  other. 

This  would  happen  for  the 
same  reason  that  oil.  phar- 
maceutical, vehicle  and 
. tobacco  companies  are  merg- 
ing across  national  bound- 
aries. Aviation  is  a high-cost 
business,  requiring  billions 
of  dollars  of  capital  invest- 
ment. Price  competition  is 
ferocious  and  profit  margins 
are  constantly  under  pres- 
sure. 

But  national  airlines  will 
not  disappear.  There  will  be 
no  transatlantic  or  transpa- 
cific acquisitions  - because 
governments  win  not  allow 
them.  In  the  European 
Union,  no  non-European 
investor  may  own  more  than 
49.9  per  cent  of  an  EU  air- 
line. In  the  US,  no  foreigner 
may  own  more  than  25  per 
cent  of  the  voting  stock  of  an 
airline. 

The  US  government  is  con- 
sidering raising  the  foreign 
ownership  limit  to  499  per 
cent,  but  this  will  still  not 
permit  outright  acquisition 
of  an  airline.  The  sort  of  con- 
solidation seen  in  other 
industries  is  not  possible. 

Why  are  airlines  treated 
differently?  Surely,  if  any 
industry  should  be  leading 
the  drive  towards  globalisa- 
tion it  should  be  aviation  - 
whose  everyday  activities 
involve  dealing  noth  dozens 
of  nationalities,  currencies 
and  languages  and  trans- 
porting millions  of  people 
across  international  bound- 
aries. 

The  problem  is  that,  even 


when  they  are  privately 
owned,  airlines  are  widely 
regarded  as  national  prop- 
erty. When  BA,  a privately- 
owned  enterprise,  decided  to 
replace  the  fragment  of  the 
Union  Flag  on  its  tailfins 
with  ethnic  designs  from 
around  the  world,  there  was 
an  uproar  in  the  UK  which 
has  still  not  abated.  Even 
Lady  Thatcher,  who  when 
British  prime  minister  sold 
BA  to  private  investors, 
argued  that  the  airline  had  a 
duty  to  fly  the  flag. 

‘There  are  no  flag  chemi- 
cal companies  or  flag  hotel 
companies,  but  there  are  flag 
airlines,”  says  Don  Carty, 
American’s  chairman. 

Yet  airlines  have  come 
under  pressure  to  become 
global  corporations.  Their 
most  important  customers, 
international  business  trav- 
ellers, want  to  be  able  to  fly 
anywhere  in  the  world  with- 
out having  to  check  in  their 
luggage  at  every  stopover,  or 
travel  between  airport  termi- 
nals when  they  change 
flights. 

The  airline  industry's 
answer  has  been  to  form  alli- 
ances. These  are  not  merg- 
ers. although  airlines  do 
sometimes  purchases  minor- 
ity equity  stakes  in  their  alli- 
ance partners.  Instead  they 
are  agreements  to  cooperate 
- to  schedule  flights,  airport 
lounges  and  terminal  facili- 
ties so  that  passengers  can 
treat  partner  airlines  as  sin- 
gle entities. 

If  a customer’s  home  air- 
line does  not  offer  flights  to 
a particular  destination.  Its 
alliance  partner  probably 
will.  The  alliance  partners 
also  usually  merge  their  fre- 
quent flyer  programmes,  so 
that  a customer  earning 
points  on  one  partner's 
flights  can  spend  them  trav- 
elling with  another. 

The  world's  airlines  are  in 
the  process  of  forming  four 
large  groupings,  whose  final 
membership  should  be  clear 
by  the  end  of  the  year. 

The  biggest  and  best-estab- 
lished grouping  is  the  Star 
Alliance.  This  is  led  by  Luft- 
hansa and  United  and  also 
includes  SAS,  Thai  Airlines, 


Air  Canada  and  Varig  of 
Brazfl.  Other  carriers  set  to 
join  star  this  year  are  All 
Nippon  Airways  of  Japan, 
Air  New  Zealand,  and  Ansett 
of  Australia.  Singapore  Air- 
lines is  seen  in  the  industry 
as  another  candidate  for 
membership  of  Star. 

Three  of  the  Alliance 
members,  United,  Lufthansa 
and  SAS,  have  received  anti- 
trust immunity  from  the  US 
government.  This  means 
they  can  discuss  the  pricing 
of  their  tickets,  allowing 
them  to  make  special  offers 
together. 

The  second  large  alliance, 
Oneworld.  will  announce 
how  it  plans  to  operate  early 
this  year.  Led  by  BA  and 
American,  it  will  also 
Include  Canadian  Airlines, 
Qantas,  Cathay  Pacific  of 
Hong  Kong,  Iberia,  Finnair 
and,  probably,  Japan  Air- 
lines. BA  and  American 
have  decided  to  delay  their 
application  to  the  US  author- 
ities for  anti-trust  immunity, 
although  they  would  still 
like  this  status  in  a few 
years’  time.  However,  the 
Oneworld  partners  are  likely 
to  code  share  - which  means 
they  anil  sell  seats  on  each 
other’s  flights  - and  com- 
bine their  frequent  flyer  pro- 
grammes. 

The  third  alliance  will  be 
based  on  the  oldest  existing 
international  partnership, 
between  KLM  of  the  Nether- 
lands and  Northwest  Air-  i 
lines  of  the  US.  The  alliance, 
which  some  of  its  members 
have  suggested  should  be 
called  Wings,  will  also 
include  Alitalia,  Continental 
of  the  US  and,  possibly,  Air 
France. 

The  French  carrier  already 
has  a partnership  with  Con- 
tinental, but  also  has  a 
link-up  with  Delta.  Air 
France  says  it  will  choose 
between  the  two  this  year. 
Its  choice  will  be  important 
for  Delta.  The  US  carrier 
heads  the  fourth  grouping, 
which  also  includes  Swiss- 
air, Austrian  Airlines  and 
Sahena  of  Belgium.,  but 
which  badly  needs  more 
members,  including  Aslan 
partners. 


Cutting  Ifw  queues:  Airlines  befieve  aBancse  ere  knportsnt  to  businessmen  aid  women.  In  particular,  as  they  help,  to  provide  seamless  travel 


AEROSPACE  AND  DEFENCE  by  Michael  Skapinker 


Cloak-and-dagger  thriller 

BAe  and  GEC  deal  ruffles  the  feathers  in  a sector  gripped  with  intrigue,  tie-ups  arid  counter-proposals 


In  the  FT  recently  John  Kay, 
director  of  the  Said  Business 
School  at  Oxford  University, 
hpmnanpd  the  lack  of  British 
novels  about  business. 

If  any  aspiring  writers  are 
planning  to  rise  to  his  chal- 
lenge, the  restructuring  of 
Europe's  aerospace  and 
defence  industry  might 
make  the  perfect  subject 

It  is  not  only  that  the  prin- 
cipal characters  are  all  inter- 
national aims  traders,  some 
involved  in  secretive  deals  in 
the  Middle  East 

It  is  also  that  the  tale  is 
packed  with  secret  meetings, 
broken  promisee,  unexpected 
liaisons,  interventions  by 
finance  ministers  and  presi- 
dents and  the  clash  of 
national  passions. 

The  story  starts  with  the 
fall  of  the  Berlin  Wall  and 
the  realisation  by  govern- 
ments on  both  sides  of  the 
Atlantic  that,  with  the  Cold 
War  over,  they  would  not 
need  as  many  jet  fighters, 
missiles  and  tanks. 

The  US  government 
instructed  its  defence  Indus- 
try to  consolidate.  Anns 
companies  in  the  US  merged 
and  took  over  one  another 
until  there  were  only  a hand- 
ful left  of  any  size  - Boeing, 
Lockheed  Martin,  Raytheon 
and  Northrop  Grumman. 

European  governments 
demanded  that  their  defence 
companies  did  the  same, 
which  was  when  the  fun 


started.  The  initial  plan  was 
for  the  three  biggest  Euro- 
pean companies  - British 
Aerospace,  DaimlerChrysler 
Aerospace  (Dasa)  of  Ger- 
many and  Aerospatiale  of 
France  - to  merge. 

They  would  form  the  Euro- 
pean Aerospace  and  Defence 
Company,  which  would  also 
include  Airbus  Industrie. 

Airbus,  the  world’s  second 
biggest  civil  aircraft  maker, 
is  not  a company.  It  is  a 
Groupement  d'Inttrll  Earn- 
antique.  This  is  a French 
legal  construction  which 
does  not  publish  accounts. 
Any  profits  and  losses 
accrue  to  its  four  owners. 
BAe,  Dasa,  Aerospatiale  and 
Casa  of  Spain. 

BAe  and  Dasa,  which  are 
privately  owned,  have  been 
attempting  for  years  to  per- 
suade state-controlled, 
Aerospatiale  and  Casa  that 
Airbus  would  be  better  off  as 
a limited  company. 

As  a loose  confederation, 
Airbus  has  little  idea  of  its 
costs.  As  a single  corporate 
entity  It  would  control  all  its 
manufacturing,  and  would 
be  able  to  achieve  savings 
which  would  allow  it  to  com- 
pete more  effectively  with 
Boeing,  its  larger  rival. 

Aerospatiale  and  Casa 
eventually  agreed,  and  the 
transformation  of  Airbus 
was  due  to  go  ahead  by  the 
end  of  the  year.  That,  how- 
ever, was  before  BAe,  Dasa 


and  Aerospatiale  began 
talking  about  how  to  com- 
bine their  defence  intsests. 

. BAe  and  -Dasa  soon 
decided  they  did  not  want 
Aerospatiale  as  part  of  their 
group  as  long  as  it  was  still 
controlled  by  the  French 
government.  They  said  a 
government  shareholder 
would  have  different  priori- 
ties from  a private  one. 

A private  shareholder 
would  be  happy  to  see  an 
expensive  and  inefficient  fac- 
tory closed.  A government, 
worried  about  the  resulting 
unemployment,  would  not  . 

The  French  government' 
responded  by  encouraging 
the  merger  of  Aerospatiale 
with  Matra,  the  defence  arm 
of  the  privately  owned 
Lagard&re.  which  would 
reduce  the  French  govern- 
ment's stake  in  Aerospatiale 
to  less  than  50  per  cent  Not 
good  enough,  said  BAe  and 
Dasa.  The  French  state; 
would  still  be  too  powerful 

II  the  French  government 
was  not  prepared  to  privat- 
ise Aerospatiale  completely,. 
BAe  and  Dasa  would  merge 


By  Christmas  they  appeared 
ready  to  announce  details. 

- Bui  then  came  a twist  The 
General  Electric  Company  of 
the.  UK  intervened.  Would 
BAe  be  Interested  in  buying 
GECs  Marconi  defence  sub- 
sidiary? BAe . certainly 
wanted  to  talk  about  it  - a 
tie-up  between  the  two  Brit- 
ish groups  had  been  dis- 
cussed for  years. 

Howls  of  “Perfidious 
AlhionT  went  up  across  the 
Channel.  Dasa  was  furious. 
Its  objection  was  that  the 
BAe-Marconi  combine  would 
be  far  the  biggest  component 
in  any  . European  defence 
restructuring. 

A merger  of  the  enlarged 
BAe  with  Dasa  would  not  be 
a partnership  of  equals.  It 
would  give  the  appearance 
that  the  UK  had  taken  over 
the  German  aerospace,  indus- 
try. There  might  appear  to 
be  a certain  justice  to  this  - 
after  all,  German  companies 
have  bought  much  of  the 
British  car  industry. 

Defence  is  different,  how- 
ever. Governments  are  the 
defence  business’s  custom- 


without  it  The  French  com-  ers.  If  tiro  German  govem- 
pany  could  join  when  its  ment  objected  to  such  an 
government  removed  itself  arrangement  it  could  make 


from  the  business. 

Fine,  said  the  French.  In 
that  case  we  will  block  the 
transformation  of  Airbus. 
BAe  and  Dasa,  ignoring  this, 
show  of  petulance,  carried 
on  with  their  merger  talks. 


life  difficult  for  BAe. 

Dasa  threatened  that  if 
BAe  and  Marconi  merged  it 
would  resume  start  negotia- 
tions with  Aerospatiale, 
whose  government  stake 
had.  for  the  moment  it 


AUTO  INDUSTRY  by  Haig  Simonian 


More  to  follow  road  to  the  altar 

More  acquisitions  and  mergers  seem  inevitable  at  a time  when  demand  is  expected  to  remain  mixed 


Two  predictions  can  be  made 
with  uncharacteristic  cer- 
tainty about  the  world  motor 
industry  this  year. 

First,  further  consolidation 
in  the  wake  of  last  year’s 
creation  of  DaimlerChrysler 
seems  inevitable. , Second, 
the  apparent  paradox 
between  strong  demand  In 
some  markets  and  middling 
profitability  looks  set  to 
became  sharper  than  ever. 

Speculation  about  further 
consolidation  of  the  world’s 
AO  or  so  vehicle  makers  in 
the  face  of  overcapacity  and 
cut-throat  competition  bas- 
gained  force  astonishingly 
fast.  But,  rather  than  the 
misguided  predictions  of 
mergers  among  mainstream 
marques  which  did  the 
rounds  in  1998,  this  year’s 
more  sophisticated  prognos- 
tications are  focusing  oo 
deals  between  complemen- 
tary mainstream  and  special- 
ist marques. 

With  Daimler-Benz  already 
betrothed,  attention  has. 


moved  to  Volvo  of  Sweden 
and  Germany’s  BMW  as  the 
only  two  significant  special- 
ist manufacturers  which 
might  be  led  to  the  altar. 

Volvo  has  already  made 
clear  its  wishes.  This  mouth 
the  company  admitted  it  had 
hired  J P Morgan,  the  US 
investment  bank,  to  advise 
on  strategic  options. 
Although  attention  has 
focused  on  the  possible  dis- 
posal of  its  car  business  - its 
biggest  subsidiary  - a foil 
merger  is  not  discounted. 

BMW  has  been  far  more 
coy.  Top  executives  such  as 
Wolfgang  Reitzle  have 
rammed  home  its  ability  and 
desire  to  remain  indepen- 
dent. Admittedly,  it  is  both 
bigger  - in  cars  - and  more 
profitable  than  Volvo,  even 
allowing  for  the  heavy  losses 
likely  to  be  racked  up  by  its 
ailing  Rover  subsidiary  in 
the  UK  BMW  made  about 
700,000  cars  last  year.  Rover 
added  a further  500,000. 
Volvo,  by  contrast,  made 


around  360,000. 

But  both  the  German  and 
Swedish  manufacturers  are 
widely  perceived  to  be  lack- 
ing the  economies  of  scale 
now  thought  to  be  essential 
after  the  Dalmler-Chrysler 
deal.  That  alliance  has  sent 
a shock  wave  through  motor 
manufacturers  as  executives 
have  been  forced  to  re-exam- 
ine their  previous  assump- 
tions about  optimum  size 
and  economies  of  scale. 

A move  at  Volvo  could 
come  soon.  Ford  and  Volks- 
wagen have  both  courted  the 
group.  Ford’s  Interest  is 
restricted  to  cars;  VW  likes 
the  look  of  Volvo’s  big  truck 
side.  too.  But  flat  of  Italy  Is 
in  the  market  for  a full 
merger. 

The  outstanding  comple- 
mentarity between  the  Swed- 
ish and  Italian  companies  in 
products  and  geography 
makes  such  a deal  as  elegant 
a fit  as  Daimler-Benz  and 
Chrysler.  But  with  other 
suitors  - and  potential  cul- 


tural barriers  - In  mind, 
complementarity  alone  will 
not  be  the  deciding  factor  in 
Volvo’s  fate. 

At  BMW,  by  contrast,  prof- 
itability. notwithstanding 
Rover,  and  convincing  pro- 
testations of  independence 
suggest  a deal  is  less  likely. 
But,  with  about  46  per  cent 
of  BMW’s  shares  held  by  the 
Quandt  family,  some  doubts 
will  remain  about  BMW's 
long-term  future  amid  persis- 
tent rumours  the  Quandts 
are  no  longer  keen  to  put  so 
many  of  their  eggs  In  one 
basket. 

The  chances  of  further 
consolidation  are  also  strong 
in  Japan.  A massive  gap  has 
emerged  between  Toyota 
and  Honda,  the  country’s 
two  strongest  carmakers, 
and  Nissan  and  Mitsubishi 
at  the  other  extreme.  While 
Mitsubishi  has  the  support 
of  a powerful  keiretsu  of 
linked  industrial  and  finan- 
cial companies,  many  of  Nis- 
san’s traditional  allies  are  in 


much  weaker  shape. 

Persistent  rumours  sug- 
gest Nissan  may  be.  sacked 
into  a deal  with  Daimler- 
Chrysler  or,  less  likely,  a 
consortium  of  foreign  car- 
makers. Whatever  the  out- 
come, its  chances  of  continu- 
ing in  its  current, 
debt-ridden  and  unprofitable 
form,  with  falling  sales, 
seem  slim. 

On  the  demand  side,  1999, 
like  the  previous  year,  wfll 
probably  present  a.  very 
mixed  picture.  Few  observ- 
ers expect  many  of  Asia's 
battered  markets  to  recover 
significantly  in  the  crowing 
months. 

While  vehicle  sales  in 
South  Korea  show  signs  of 
arresting  their  precipitous 
decline?,  last  year's  rational- 
isation of  the  country's  five 
carmakers  to  two  has  so  far 
shirked  the  underlying  chal- 
lenge of  chronic  overcapa- 
city. Even  in  Japan,  where 
registrations  of  new  cars 
dropped  by  about  15  per  cent 
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last  year,  the  signs  are  that 
manufacturers  are  still  duly 
starting  to  trim  capacity  at 
the  edges  rather  than  under- 
take fundamental  restructur- 
ing. 

The  year  has  begun  even- 
more  depressing!  y for  Brazil, 
by  far  the  biggest  market  in 
South  America.  Sales  and. 
production  fell  by  more  than 
20  per  cent  last  year.  Tbe- 
d evaluation  of  the  real  thro 
month  may  undermine  confi- 
dence further.  That  could 
stymie  the  government's  - 
halting  attempts  to  tackle  - 
Brazil’s  yawning  budget  defi- 
cit — the  fundamental  cause 


of  the  high  interest  rates 
which  have  pole-axed  car 
demand.-----. 

Europe  and  the  US  are,  on 

the  face  of  it,  much  more 
promising.  European 
demand  rose  by  7 per  cent  to 
14-34m  units  last  year,  far 
more  than  analysts’  predic- 
tions 12  months  ago 

Although  the  outlook  is  for  a 

slight  decline  this  year 
demand  will  remain.' quite 
high  by  historical  standards 
in  spite  or  forecast  softening 
in  the  UK  and  Italy. 

In.  the  US,  meanwhile,  the 
strength  of  the  economy  will 
be  the  decisive  factor  as  the 


seemed,  been  forgotten.  W 

Tbomson-CSF,  the  French*'  / 
defence  electronics  group, 
which  is  40  per  cent  govern- 
ment-owned, was  not  pleased 
either.  It  had  hoped  to  merge 
with  GEC.  Before  long  there 
were  reports  that  Thom- 
son-CSF  and  Dasa  were 
talking  to  each  other. 

Unabashed.  BAe  and  GEC 
announced  they  were  going 
ahead  with  their  tie-up.  BAe 
insisted  that  the  formation 
of  the  European  Aerospace 
and  Defence  Company 
remained  its  top  priority. 

The  Continental  companies 
were  suspicious.  What  was 
to.  stop  the  British  group 
going  off  and  doing  a deal 
with  one  of  the  US  defence 
companies  - as  GEC  had 
thought  of  doing  before?  1 

What  if  the  UK.  which  9 
would  now  boast  a defence  « 
group  with  a bigger  market  ? 
capitalisation  than  many  of 
the  US  giants,  lost  interest 
in  further  restructuring? 

Could  the  German  compa- 
nies still  get  together  with 
tiro  French  groups  in  spite  of 
their  government  involve- 
ment? It  looks  unlikely. 
Imagine  having  to  explain  to 
DaimlerChrysler’s  US  share- 
holders that  the  French  gov- 
ernment was  nothing  to 
worry  about.  It’s  socialist, 
sure.  With  some  commu- 
nists. Perhaps  not. 

How  will  it  all  end?  You’ll 
have  to  read  the  book. 

long - forecast  downswing 
fails  to  materialise.  Sa]^  of 
«rs  and  light  trucks  may 
shp  slightly  below  the  15.6m 
of  1998  - the  second-best 
year  on  record.  But  even  a * 
*!?"•  about  15m  would  jf; 
stm  mark  the  sixth  succes-* 
sive  year  that  sales  have  " 
oeen  at  or  above  that  Wrf 
trouble  in  both 
reffons  - especially  Eurooe 
- is  that  lively  sales  will  not 
necessarily  translate  into 

^rtProRts-  filing 
marketing  and  distribution 
costs,  and  cut-throat  price 
competition  - often  from 
newer  Asian  brands  J 
continue  to  erode  maredns 
for  most  manufacturers 

S2Tr,  the  adv*nt  oi 

ereater  pnce  transpgrent;v 
offered  by  the  euro  coufo 
exacerbate  matters  b? 
squeezing  profits  in  markets 
where  margins  have  £„ 
traditionally  high  as 
sumers  become  wise  tft 

Such  a background  makes  j# 

l998  ^ anything  to  bTL? 
*»wever.  rummu-s  b>,‘ 
"eigh  the  actual  7®  ^ 

Hons  by  at  least  10  to^f0' 
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GLOBAL  BUSINESS  OUTLOOK 


STEEL  by  Kevin  Brown 

if  Softer  markets, 

\ tougher  warnings 


Many  producers  are  expected  to  report  losses  as  the  industry 
struggles  with  the  continuing  fall-out  from  Asia's  problems 


When  sober  commentators 
ch  as  Ruprecht  Vondran, 
resident  of  the  German 
teel  Federation,  start 
about  entire  conti- 
stnklng  into  exists.'*  it 
clear  that  something  very 
is  happening. 

In  the  US.  Europe  and 
Japan,  steelmakers  are 
warning  policymakers  that 
the  world’s  most  basic  indus- 
try is  lacing  a crunch  as 
overcapacity,  export  dump- 
ing and  plzmging  prices  com- 
bine. to  push  the  industry 
towards  disaster. 

The  widespread  angst  is 
caused  by  a collapse  of 
demand  in  Asia  in  the  wake 
of  the  rolling  economic  crisis 
that  has  gripped  the  conti- 
nent For  steelmakers,  boom- 
ing south-east  Asia  had  been 
the  single  biggest  market, 
ahead  of  both  the  US  and 
Europe.  In  1997,  for  example, 
the  region  imported  75m 
tonnes  of  steel,  compared 
with  30m  tonnes  bought  by 


the  US,  the  next  biggest 
importer. 

But  Asia  also  produced 
about  300m  tonnes  of  steel, 
same  40  per  cent  of  global 
output.  And  as  Asian  con- 
sumption falls,  much  of  that 
is  being  diverted  to  western 
Europe  and  North  America. 
Meanwhile,  European  pro- 
ducers who  used  to  export  to 
Asia  are  diverting  to  the  US, 
and  African  and  east  Euro- 
pean mills  are  selling  to 
both.  This  is  happening  as 
the  worldwide  industry  tries 
to  absorb  a huge  increase  in 
exports  from  eastern  Europe, 
caused  by  cuts  in  both  mili- 
tary and  civilian  demand  fol- 
lowing the  collapse  of  the 
former  Soviet  bloc. 

The  distortion  of  trading 
patterns  pushed  up  imports 
in  both  the  US  and  the  EU 
by  50  per  cent  or  more  In 
1998.  and  last  year  is  expec- 
ted to  have  been  the  first  in 
which  the  EU  was  a net 
importer  of  steel.  Prices 


have  fallen  sharply.  Accord- 
ing to  MBPS,  a UK.  steel  con- 
sultancy, average  German 
prices  for  hot  rolled  coil 
steel,  a benchmark  product 
used  to  make  industrial 
products,  fell  from  more 
than  DM650  per  tonne  at  the 
beginning  of  last  year  to  less 
than  DM525  in  September. 

The  outcome  is  expected 
to  be  big  losses  at  many 
steel  companies.  British 
Steel,  one  of  the  world's 
most  efficient  producers,  has 
already  forecast  a loss  for 
1988.  Germany’s  Salzgitter, 
Belgium's  Arbed  and  many 
others  are  also  likely  to  lose 
money,  according  to  Paribas, 
the  Paris-based  broker. 

Hence  Mr  Vondran’s 
strongly-worded  warning 
about  the  prospects  for  the 
industry.  Those  steelmakers 
who  had  customers  in  Asia 
are,  understandably,'  seeking 
customers  elsewhere,  be  told 
the  Stahl  98  conference  in 
Dusseldorf.  “What  is  not 
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understandable,  and  is, 
indeed,  illegal,  is  when  they 
bid  at  prices  well  below  their 
own  manufacturing  cost,”  be 
said. 

“They  turn  up  here  with 
prices  that  are  up  to  25  per 
cent  lower  than  those  of 
local  suppliers.  So  we  have 
wanton  damage  here.  too.  It 
is  hardly  surprising  when 
bard-hit  enmpanlea  and  their 
federations  go  on  the  war- 
path of  litigation  themselves. 
We  have  no  alternative.” 


The  big  steel-producing 
regions  have  reduced  output 
in  response  to  the  trading 
upheaval  Japan  cut  produc- 
tion by  about  12  per  cent  last 
year,  and  Europe  will  pro. 
duce  about  7 per  cent  less 
this  year.  But  this  is  far  too 
little  to  overcome  global 
overcapacity. 

Some  analysts  think  that 
the  only  long-term  answer  is 
rationalisation,  especially  in 
Europe,  where  steelmaking 
remains  organised  on  a 


largely  national  basis. 
“European  mills  remain 
resistant  to  production  cuts, 
but  they  are  likely  to  be 
forced  to  take  drastic  steps 
as  losses  mount  in  the  first 
half  of  the  year,”  says  Terry 
Sinclair,  steel  analyst  at 
Salomon  Smith  Barney  in 
London. 

As  the  problems  have 
mounted,  the  industry  has 
turned  more  and  more  to 
demands  for  protection. 
Taiwan  started  the  process 
in  June  with  anti-dumping 
duties  against  cheap  H-beam 
imports,  used  in  construc- 
tion. India  followed  in 
November  with  duties 
against  cheap  products  from 
Russia,  Kazakhstan  and 
Ukraine.  Chile  and  Brazil  are 

thinking  about  anti -dumping 
measures.  But  the  big  threat 
to  trade  lies  in  Washington 
and  Brussels. 

A big  campaign  by  US  pro- 
ducers attracted  substantia] 
congressional  support  at  the 
end  of  last  year,  and 
prompted  a White  House  res- 
cue package  in  early  Janu- 
ary. Although  the  Clinton 
administration  resisted  pres- 
sure for  import  quotas,  it 
offered  $300m  in  tax  breaks 
to  help  beleaguered  US  com- 
panies stay  in  business,  and 
claimed  that  Japan  was 
ready  to  Implement  volun- 
tary restraints  on  exports. 

The  administration  is  also 
investigating  formal  anti- 


dumping cases  against 
Japan,  Russia  and  Brazil. 

Administration  officials, 
led  by  Robert  Rubin,  tbe 
powerful  treasury  secretary, 
have  argued  firmly  against 
tough  unilateral  action 
because  of  the  danger  of 
upsetting  the  recovering 
economies  of  Asia  and 

angering  trading  partners, 
particularly  in  Europe,  with 
which  the  US  is  already  In 
dispute  over  bananas  and 
animal  growth  hormones. 
However,  the  report  failed  to 
satisfy  Congressional  back- 
ers of  the  steel  producers. 

“You  have  a steel  industry 
haemorrhaging  with  the 
flooding  of  our  markets  with 
foreign  dumped  steel,  caus- 
ing the  loss  of  thousands  of 
jobs,  and  the  administration 
is  applying  a small  Band- 
Aid,”  says  Republican  sena- 
tor Alien  Specter,  chairman 
of  the  Senate  steel  caucus. 

The  US  package  also  upset 
both  the  Japanese  and 
Europe.  Tokyo  vehemently 
denied  that  it  had  agreed 
voluntarily  to  reduce  steel 
exports  to  tbe  US,  and  the 
European  Commission  said 
it  would  look  at  tbe  terms  of 
tbe  tax  breaks.  European 
producers  said  the  tax 
breaks  amounted  to  a sub- 
sidy which  probably 
breached  World  Trade 
Organisation  rules.  How- 
ever, Eurofer,  their  trade 
association,  said  it  would  not 


bring  an  anti-subsidy  case 
for  the  time  being  to  avoid 
aggravating  tensions. 

Meanwhile.  European 
steelmakers  cheered  as  the 
Commission  announced  that 
it  would  start  formal  investi- 
gations into  Eurofer's  com- 
plaints of  dumping  of  hot 
rolled  coil  - used  to  make 
industrial  products  - by  sev- 
eral Asian  and  east  Euro- 
pean countries.  Eurofer  is 
also  planning  further  anti- 
dumping complaints  against 
heavy  plate  and  wire  rod 
imports  from  countries 
including  China.  India  and 
Turkey. 

The  danger  is  that  protec- 
tionist measures  driven  by 
local  anxieties  will  get  out  or 
hand,  ending  in  a trade  war. 
But  there  are  grounds  for 
hoping  that  the  worst  is 
over.  Imports  to  both  the  EU 
and  the  US  are  thought  to 
have  levelled  off  in  the  last 
two  months  of  1998,  portly 
because  of  tbe  deterrent 
effect  of  protectionist  talk  in 
both  continents.  Many  ana- 
lysts also  think  that  prices 
will  begin  to  rise  towards 
the  end  of  this  year.  Indeed, 
most  think  that  the  red  ink 
will  disappear  from  big  steel 
companies'  books  next  year. 
All  of  that,  however, 
depends  on  the  Asian  prob- 
lem becoming  no  worse. 
Which,  as  any  economist 
will  tell  you,  is  not  a 
one-way  bet 


OIL  by  Robert  Corzine 


TELECOMMUNICATIONS  by  Alan  Cane 


y Prospects  for 
firmer  prices 
uncertain 


Corporate  mergers  are  seen  as  evidence 
of  larger  companies  positioning  in 
readiness  for  Middle  East  policy  changes 


v 
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Oil  prices  and  industry 
consolidation  look  set  to 
dominate  the  global  petro- 
leum industry  for  the  second 
year  running. 

After  a year  in  which 
crude  prices  tumbled  by 
more  than  one-third  to  touch 
12-year  lows,  many  oil  com- 
panies and  producing  coun- 
tries are  desperately  seeking 
signs  of  a recovery.  The 
financial  pressure  is  also 
causing  companies  that  did 
not  take  part  in  last  year’s 
wave  of  mergers  to  question 
whether  they  would  benefit 
from  a merger  or  takeover. 

The  outlook  for  a sus- 
tained price  increase  is 
uncertain  at  best  The  fac- 
tors th»t  triggered  and  exac- 
erbated last  year’s  decline  - 
a collapse  in  Asian  demand 
due  to  the  regional  financial 
crisis,  rising  Iraqi  exports, 
an  uncertain  global  eco- 
nomic outlook,  a surplus  of 
erode  ofl  and  refined  prod- 
ucts and  erratic  compliance 
by  members  of  the  Organisa- 
tion of  Petroleum  Exporting 
Countries  to  promised  pro- 
duction cuts  - have  yet  to 
dissipate. 

The  view  among  oil  com- 
panies is  generally  bearish. 
Most  appear  resigned  to  a 
prolonged  period  of  low 
crude  prices,  with  some  even 
arguing  that  the  present 
downturn  may  be  much 
more  than  merely  the  nadir 
of  the  commodity  cycle. 
They  say  the  global  industry 
may  be  facing  a fundamental 
restructuring  and  realign- 
ment, with  low-cost  produc- 
ers, especially  those  in  the 
Middle  East,  likely  to  reas- 
sert their  dominance  in  com- 
ing years  at  the  expense  of 
higher  cost  areas,  such  as 
onshore  North  America  and 
the  North  Sea. 

They  point  to  the  wave  of 
corporate  mergers  in  tbe  sec- 
ond half  of  1998  as  evidence 
that  the  biggest  companies 
may  be  positioning  them- 
selves for  a possible  large- 
scale  opening  of  tbe  Middle 
East  to  foreign  capital.  Iran 
Is  in  the  midst  of  opening  its 
upstream  exploration  and 
production  sector  to  foreign 
investment,  and  many 
expect  Kuwait  and  Saudi 
Arabia,  holder  of  nearly  a 
quarter  of  the  world’s  proved 
petroleum  reserves  and  tbe 
biggest  crude  producer  and 
exporter,  eventually  to  fol- 
low suit,  albeit  on  a more 
selective  and  possibly 
restrictive  basis. 

Mark  Moody-Stuart.  chair- 
man of  Royal  Dutch/Shell, 
the  Anglo- Dutch  oil  group, 
recently  described  Saudi 
Arabia  as  the  “big  question 
mark"  facing  the  interna- 
tional oil  industry.  “From  a 
purely  technical  view,  it 
doesn't  need  foreign  invest- 
ment (in  its  upstream  indus- 
try) with  any  sense  of 
urgency,"  he  says.  Rut  Mr 
Moody-Stuart  says  Saudi 
Arabia  would  benefit  from 
the  “competition  and  inge- 
nuity" that  a foreign  pres- 
ence would  bring- 
Rnmo  pundits  have  arguea 


that  Saudi  Arabia  would  be 
better  off  in  the  long  term  if 
it  contrived  to  keep  oil 
prices  depressed  for  several 
years.  The  aim  would  be  to 
force  out  marginal  produc- 
ers, so  that  Saudi  Arabia 
would  eventually  be  able  to 
increase  output  and  capture 
a growing  share  of  the  global 
market  with  the  help  of  for- 
eign investment  in  its 
upstream  oil  production  sec- 
tor. 

But  such  a strategy  would 
require  a radical  overhaul  of 
the  Saudi  domestic  economy 
and  political  system.  And  it 
does  not  take  into  account 
any  action  that  “high  cost” 
producers  might  take,  such 
as  slashing  tax  rates  to 
encourage  output  and  far- 
ther development 
Even  as  western  oil  com- 
panies react  to  low  prices  by 
embarking  on  ambitious 
cost-cutting  drives,  many  in 
the  industry  argue  that  the 
actions  seen  so  far  fall  well 
short  of  what  would  be 
required  if  senior  executives 
firmly  believed  that  oil  cost- 
ing 810  a barrel  Is  here  to 
stay. 

Consolidation  will  also  be 
a prominent  theme  this  year. 
Investors  and  competitors 
will  be  watching  carefully 
how  the  three  big  mergers 
announced  last  year  - BP 
Amoco,  Exxon  Mobil,  and 
Total  PetroFina  - are  imple- 
mented, and  whether  prom- 
ised cost  savings  and  “syner- 
gies" emerge  at  the  expected 
rate. 

It  is  unclear  bow  far  the 
present  trend  towards  con- 
solidation will  work  its  way 
through  the  industry.  Most 
industry  executives  and  ana- 
lysts expect  farther  tie-ups 
and  takeovers,  especially  if 
they  can  be  done  on  an  all- 
share basis.  But,  even  so,  tbe 
benefits  from  deals  further 
down  the  chain  may  be  less 
compelling  than  those 
already  announced,  while 
the  choice  of  prospective 
partners  is  greatly  reduced. 

Few  in  the  industry  expect 
to  see  many  cash  bids.  Com- 
panies such  as  Shell,  which 
still  have  substantial  cash 
piles  in  spite  of  much 
reduced  cash  flows,  could 
take  advantage  of  depressed 
asset  values  to  make  selec- 
tive acquisitions.  But  as  long 

as  crude  prices  stay  low 
many  smaller  potential  pred- 
ators will  probably  be 
deterred  by  cash  flow  con- 
cerns and  investor  resistance 

to  rights  issues  to  finance 

acquisitions. 

Other  forms -of  co-opera- 
tion short  of  mergers  are 
also  expected.  Regional 
mergers,  in  which  one  oil 
company  assumes  operation 
of  the  assets  of  another  in  a 
specific  area,  may  prove  pop- 
ular because  the  of  balk  of 
costs  are  not  in  head  offices 
but  in  tbe  operating  units. 

The  independent  oil  explo- 
ration and  production  sector 
in  Europe  and  the  US  is 
expected  to  come  under 
intense  pressure  this  year  if 
crude  prices  do  not  recover. 


Out  with  the  old,  in  with  the  new 


Huge  and  rapid  growth  in  mobile  phones  and  the  internet  is  fuelling  transition 


The  world's  top  ten 


Telecommunications  is  in 
brutal,  unpredictable  transi- 
tion. The  new  millennium 
will  close  the  door  on  100 
years  of  the  old  order  char- 
acterised by  tbe  dominance 
of  a handful  of  state-owned 
monopolies,  high  prices, 
costly  bnt  inefficient  tech- 
nologies, and  an  innate  con- 
servatism. 

The  new  telecoms  is  virtu- 
ally the  reverse.  It  is  distin- 
guished by  competition,  con- 
solidation, falling  prices  and 
an  armoury  of  new,  low-cost 
technologies  which  promise 
unprecedented  speed  and 
transmission  capacity. 

Two  critical  drivers  are 
emerging.  First,  the  internet, 
which  is  creating  huge 
demand  for  data  transmis- 
sion. It  is  already  responsi- 
ble for  an  explosion  of 
investment  in  submarine 
networks  capable  of  carrying 
unprecedented  volumes  of 
data  across  the  Atlantic  and 
elsewhere.  In  the  US  and  the 
UK.  the  volume  of  data  car- 
ried over  national  networks 
already  exceeds  voice  traffic. 

Second,  mobile  telephony. 
Carried  over  terrestrial  or 
satellite  networks,  mobile 
telephones  threaten  to  dis- 
place the  fixed  variety  for 
most  voice  calls  within  the 
first  few  years  of  the  next 
century. . 

The  next  generation  of 
mobile  phones,  known  as 
UMTS  in  Europe  and  set  for 
launch  around  2001,  will  be 
able  to  receive  and  send  text, 
data  and  video  images  in 
addition  to  voice.  It  threat- 
ens to  revolutionise  personal 
communications. 

Thomas  Beijer,  chair  of 
the  UMTS  Forum  noted  in  a 
recent  interview:  “Our 
vision  is  very  much  towards 
one  of  UMTS  becoming  the 
mobile  component  of  the 
Information  society’.  Users 
will  be  able  to  have  full 
access  to  their  internet  and 
desktop  without  having  to 
make  a fixed  connection, 
and  without  the  constraint 
of  today’s  narrowband  (low 
capacity)  services." 

A number  of  observers 
believe  it  will  be  the  conver- 
gence of  the  internet  and 
mobile  telephony  which  will 
underpin  the  industry  in 
future,  providing  its  custom- 
ers with  any  information, 
any  tune  and  anywhere. 

The  liberalisation  of  the 
majority  of  the  world's  tele- 
coms markets  - set  in 
motion  by  deals  struck  at 
the  World  Trade  Organisa- 
tion in  Geneva  to  1997  - is 
continuing  to  encourage  the 
emergence  of  new  challeng- 
ers on  an  unprecedented 
scale.  The  latest  edition  of 

“World  Telecoms  Market- 
place’'. published  by  Analy- 


sys  of  Cambridge,  notes  that 
the  number  of  fixed-wire 
operators,  mobile  operators, 
satellite  operators,  equip- 
ment manufacturers,  regula- 
tors and  service  providers 
now  numbers  about  4 .000 
organisations,  a 15  per  cent 
increase  in  a year. 

David  Cleevely.  chief  exec- 
utive of  Analysys.  says:  “As 
telecoms  companies  seek  to 
position  themselves  in  new- 
ly-liberalising markets  they 
are  forming  an  intricate  web 
of  alliances,  joint  ventures 
and  partnerships." 

But  the  emergence  of  new 
competitors  is  being  moder- 
ated by  waves  of  consolida- 
tion which  have  produced 
some  of  the  world’s  largest 
acquisitions.  Examples 
include  the  planned  $32bn 
merger  of  AT&T,  the  biggest 
US  long-distance  operator, 
and  TCI,  the  large  US  cable 
television  operator.  At  the 
same  time,  AT&T  is  plan- 
ning a partnership  with  Brit- 
ish Telecommunication  with 
a view  to  creating  a new, 
global  cnTwrwwnlftwfinnff  net- 
work based  on  internet  tech- 
nology. 

In  the  US,  mergers  and 
potential  mergers  between 
“Baby  Bells”  - regional  oper- 
ating companies  — threaten 
to  recreate  the  BeD  System, 
15  years  after  the  break-up  of 
AT&T. 

Much  of  the  merger  and 
acquisition  activity  in  the 
industry  is  being  driven  by 
the  high  values  attached  to 
promising  new  telecoms 
operators,  often  years  before 
they  are  due  to  make  profits. 
The  stratospheric  growth  in 
value  of  London-based  Colt 
Telecom  is  a case  in  point 

Analysing  tbe  European 
market,  investment  bankers 
Morgan  Stanley  Dean  Witter 
questioned:  “Why  do  we  like 
telecoms  so  much?”  - going 
on  to  answer.  “Demand  is 
growing  and  costs  are  falling 
faster  than  prices.  It  is  that 
simple.  In  addition,  over  the 
past  year  the  industry  has 
moved  from  incremental 
changes  to  quantum 
changes.  Demand  is  not 
merely  growing,  it  is  explod- 
ing; and  costs  are  not  just 
faffing,  they  are  collapsing.” 

The  data  networks  that 
companies  such  as  MCI 
WorldCom,  Sprint,  AT&T/BT 
and  others  are  constructing 
will  be  able  to  deliver  voice 
and  data  at  up  to  70  per  cent 
less  cost  that  traditional 
networks  because  the  data 
hubs  and  routers  they  use 
have  a significantly  higher 
price/performance  than 
conventional  telecoms 
switches.  The  capacity  of  the 
fibre  optic  cabling  which 
conveys  the  data,  moreover, 
has  Improved  a thousand- 
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fold  in  the  past  decade. 

There  are  concerns,  how- 
ever. that  the  collapse  in  pri- 
cing may  outstrip  both  fall- 
ing costs  and  new  revenues 
generated  from  advanced 
services,  leaving  operators, 
especially  the  new  carriers, 
seriously  under-financed. 
Simon  Sherrington  and 
Mtehapi  Denmead  of  Analy- 
sys point  out  in  a study  of 
new  operators  in  Europe: 
“International  and 
long-distance  call  prices  are 
likely  to  continue  to  fall  rap- 
idly over  tbe  next  two  to  five 
years... this  is  a bleak 
outlook  for  any  operator 
requiring  a five-to-10-year 


return  on  capital  employed.” 

The  mobile  sector  seems 
just  as  fraught  with  danger. 
Scott  Arnold  and. a group  of 
McKinsey  consultants 
recently  analysed  the  US 
mobile  industry  and  decided 
tough  times  lie  ahead: 
“Many  executives  are  only 
now  recognising  the  magni- 
tude of  the  change  facing 
their  industry.  Our  analysis 
suggests  that  net  earnings 
for  some  players  could 
shrink  to  between  25  and  30 
per  cent  of  revenues  over  the 
next  three  to  four  years.” 
This  is  compared  with  some 
45  per  cent  of  revenues  at 
present. 
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Software  wamec 


By  wring  the  1998  Formula  Ore 
Ctemptorattp,  McLaren  proiol 
tiwreetes.  mce  again,  one  rt  the 
wirelngesJ  teams  m Formula  One 
history.  Bui  trial's  no  surprise  to  us. 

Since  1966.  McLaren  Ins  won 
eight  Constructor's  World  Qiamph 
onstaps,  ten  Driver’s  WorW  Champi- 
onshfps  and  more  man  100  Gran* 
Prit  Not  to  mental  three  Indanapo- 
te  500  wbis,  me  LeMans  24  hour 
aidmnce  race  and  toe  consecutw 
Can-Am  sports  car  titteSL 


WfcrtMnjjfgnMggadgg 


TECHNOLOGY  PARTNER 


To  win  consstenUy.  you  have 
to  have  the  besL  That's  why  we've 
learned  up  with  Computer  Associ- 
ates,' says  Hon  Define.  Managing 
Director  to  McLaren  Wemanatul 
Under  a technology  partnership 
[he  West  McLaren  Mercedes  Formula 
One  Team  and  CA  have  developed  an 
immaine  new  solution  that  gives  the 
racing  team's  engineers  the  attfcrv 
to  easdy  assess  and  analyze  tta 
Formula  car's  pertormsice  data 
BuA  around  CA'sUracenta  TNG  . 
the  program  can  monitor  the  lelane- 
try  data  that  Bie  race  cv  transmits  to 
the  pits  whie  It's  raong  Everything 
(torn  throttle  response  to  Drake  pres- 
sure to  even  the  G-torces  exerted  on 
a driver.  Uracenter  TNG  than  dapti  .s 
me  data  through  its  award-rawing 
3-D,  Real  World  Interface'  . 

1 have  a tavoma  saying,  that  is. 
lo  come  in  second  £ to  be  the  first 
of  the  losers,"  says  Ron  Dennis. 

‘At  McLaren  we're  interested  only 
m vviuing.  and  we  associate  our- 
sefves  only  with  wmng  companies, 
wm  Computer  Associates  and 
McLaren,  we  have  two  winning 
companies  sharing  a common  goal 
and  common  partnership.’ 


% 


OMPUTER ® 
ASSOCIATES 


Software  superior  by  design. 
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GLOBAL  BUSINESS  OUTLOOK 


POOD  AND  DRINK  by  John  Willman 


Jitters  will 
put  brake 
on  growth 

Larger  groups  may  decide  that  this  is  the 
time  to  spread  their  risks  across  a number 
of  markets  as  the  going  gets  tougher 


In  ao  era  of  mega- mergers, 
the  global  food  and  drink 
industry  has  been  curiously 
short  of  the  sort  of  enormous 
deals  that  have  character- 
ised sectors  such  as  banking, 
telecoms  and  pharmaceuti- 
cals. 

Eighteen  months  ago, 
.Grand  Metropolitan  and 
Guinness  merged  to  form 
Diageo.  the  world's  largest 
spirits  group,  in  a move 
widely  seen  as  the  first  in  a 
Wave  of  consolidation  in  the 
drinks  industry.  And  the 
sale  by  Unilever  of  its  speci- 
ality chemicals  business  In 
-1997  raised  that 

the  Anglo-Dutch  consumer 
group  could  spend  up  to 
£10bn  an  en  acquisition  in 
the  food  sector. 

■ Last  year,  however,  saw 
no  MSA  activity  on  such  a 
scale  in  either  food  or  drink, 
though  many  much  smaller 
deals  were  completed  as 
larger  groups  streamlined 
their  portfolios  and  strength- 
ened their  positions  in  core 
businesses.  But  the  merger 
announced  this  month  of 
British  American  Tobacco 
and  TtortimflwB  international 
to  create  a £l5bn  tobacco 
group  has  -raised  expecta- 
tions that  1999  will  see  some 
major  consolidation  in  the 
consumer  packaged  goods 
industries. 

1 One  factor  that  will  spur 
that  process  is  the  economy, 
9ays  Steve  Gregg,  of  ABN 
Amro  Corporate  Finance, 
part  of  the  Dutch  hanking 
group:  It  will  be  a demand- 
ing year,  with  not  a lot  of 
growth.  Consumers  are  jit- 
tery, retailers  are  increas- 
ingly tough  on  their  suppli- 
ers, and  a low-inflation 
environment  maims  it  hard 
to  raise  prices.4 
. Big  international  groups 
will  be  better  placed  under 


such  conditions  to  spread 
their  risks  across  several 
markets  and  limit  their 
exposure  to  those  that  expe- 
rience choppy  waters.  Mr 
Gregg  expects  to  see  much 
more  consolidation  among 
domestically-oriented  food 
companies  which  also  lack 
the  scale  and  distribution 
clout  of  their  larger  competi- 
tors. 

There  Is  also  likely  to  be 
further  portfolio  rationalisa- 
tion as  large  international 
groups  sell  or  exchange  busi- 
nesses that  are  no  longer 
core  to  their  strategies. 
PepsiCo,  for  example,  sold 
Wedel,  its  Polish  biscuit  and 
chocolate  subsidiary,  last 
year  - the  better  to  focus  on 
soft  drinks  and  salty  snacks 
In  eastern  Europe's  largest 
market. 

More  surprising,  periiaps, 
was  the  recent  announce- 
ment that  Cadbury  Schwep- 
pes was  to  sell  its  soft  drinks 
interests  outside  the  US  to 
Coca-Cola.  The  UK  group,  a 
Strong  advocate  Of  managing 
for  value,  concluded  the 
returns  in  competing  with 
Coke  and  Pepsi  globally 
were  less  than  could  be 
earned  by  deploying  the  cap- 
ital elsewhere.  With  value- 
management  gathering  sup- 
port among  consumer 
groups,  further  unexpected 
divestments  may  be  on  the 
cards. 

"These  are  capital-inten- 
sive businesses  and  people 
are  looking  closely  at  the 
returns,"  says  Rory  Maw  of 
Schroders.  the  investment 
bank.  "Unless  there  is  pro- 
prietary technology  involved 
or  some  other  competitive 
advantage  in  ranking  prod- 
ucts, people  are  looking  very 
hard  at  the  capital  tied  up  in 
manufacturing." 

In  the  drinks  industry, 


Tasty  mix:  msiyarB  and 


provide  coat-savings 


Diageo  has  now  had  Just 
over  a year  to  fuse  its  two 
components  into  a single 
gryup,  finding  raiieh  higher 
cost-savings  from  the  merger 
than  anticipated.  With  dou- 
ble the  spirits  sales  of  its 
nearest  competitor,  a net- 
work that  covers  much  of 
the  globe  and  a range  of  tap- 
selling brands  in  most  of  the 
mam  categories,  it  has  for- 
midable competitive 
strengths. 

Rivals  have  responded  not 
with  similar  mergers  but  by 
building  alliances  in  particu- 
lar markets  - such  as  Tria- 
dos  in  France,  a distribution 
venture  MnWng  Rfimy-Coin- 
treau,  Bacardl-Martlni  and 
William  Grant,  the  scotch 
whisky  distiller.  Several  are 
also  reorganising  their 
operations  to  compete  more 
effectively  in  their  most 
important  markets  - as  Sea- 
gram has  done  in  a shake-up 
that  brings  its  leading 
brands  under  global  manage- 
ment from  the  centre. 

Seagram,  the  world’s  num- 
ber two  spirits  group,  and 
third-place  Allied  Domecq 
terminated  their  diannarinne 
on  a possible  merger  of  their 
drinks  Interests  last  year 
after  foiling  to  agree  on  a 
structure.  But  many  ana- 
lysts expect  that  alliance  to 
resurface  once  Seagram  has 
digested  its  Sllbn  acquisi- 
tion of  Polygram  - perhaps 
even  later  ftte  year. 


Seagram  and  Diageo  are 
HTTvirg  global  food  gwH  drink 
giants  hit  by  the  turmoil  in 
the  emerging  markets  of 
Asia,  the  former  Soviet 
Union  and  - more  recently  - 
Latin  America.  Most  have 
been  able  to  contain  the 

Hurting*  given  that  pm  urging 

markets  often  contributed 
only  a fraction  of  sales  and 
profit.  Stocks  have  been 
reduced,  credit  lines  tight- 
ened aryj  mark  pH  ng-  budgets 

hacked  back  in  the  afflicted 
countries  - particularly  for 
premium  brands  which  have 
lost  share  to  cheaper  com- 
petitors. 

Nonetheless  most  remain 
committed  to  these  regions 
as  the  only  parts  of  the 
world  capable  of  delivering 
substantial  growth  in  com- 
parison with  the  mature 
markets  of  Europe  and 
North  America.  Those  which 
have  been  Involved  longest 
in  such  markets  - such  as 
Nestl6  and  Unilever  - also 
see  opportunities  to  add  to 
their  portfolios  as  local  food 
and  drink  businesses 
under  financial  pressure 
from  falling  consumer 
incomes. 

Some  have  been  hard-hit, 
however,  by  the  gathering 
fhwmriai  crisis  - inevitably 
those  most  exposed  to 
emerging  markets,  expo- 
sures that  previously  were 
seen  as  competitive 
strengths. 
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FINANCE  by  George  Graham 


Loan 


remain 


Credit  is  stiJI  in  ample  supply,,  buLsotna.  banks  ate  taking  a closer 

Even  those  wufawflded  wtf  appeal*  to  be  muted,  y** 
the  Ugsekt1  pittefrs  were  prewared  are  still  in  evi- 
dence which  could  lead  to 
mm4i  tighter  leading  condi- 
tions, 

Japanese  banks  has*  to  a 
considerable  extent  been 
tinted  to  withdraw  from  the 
bank  loan  mar- 
ket by  their  domestic  diffi- 
ctdtfaa-  At  the  same  time. 
wrnia  European  banka  have 
started  to  look  more  closely 
at  the  profitability  of  large 
corporate  loans  made  at  very 
fin*  margins  over,  interbank 
borrowing  rates.  As  a result, 
firny  are  following  the  path 
blazed,  by  same  af -the  big- 
gest US  institutions  af  slim- 
ming their  balance  sheets. 

This  does  not  mean  an 
all-out  squeeze  cm  the  avail- 
ability of  loans.  Bank  credit 
remains  a commodity  in 
ample  supply. 

‘There  has  never  been  , a 
shortage  of  bank  liquidity. 
There  can  be  a shortage  In 
particular  institutions,  but 
in  aggregate  there  has 
always  been  « surplus,”  says 
Peter  Gleysteen,  head  of 
global  syndicated  finance  at 
Chase  Manhattan,  the  US 
bank.  . 

Yet  the  dynamics  of  loan 
pricing  have  shifted.  With 
the  bond  markets  warier 
than  they  were  a year  ago, 
borrowers  are  now  having  to 
accept  loan  margins  rather 
closer  to  bonds.  • 
in  a tougher  economic 
environment,  the'  pressures 

for  rrrawiHHHrinrt  nrtfMn  the 

banking  industry  can.  only 
increase.  The  last  year  has 
sear  a continuation  of  bank 
mergers  In  the  US,  with  ■ 
deals  such  as  Bank  of  Amer- 


A great  many  banka's  have 
learnt  a lesson  in  humility 
over  the  last  year.  Progress 
in  the  measurement  and 
management  of  risk  had 
prompted  the  industry  to 
begin  boasting  that  it  had 
shed  the  lemming-like 
behaviour  that  had  so  often 
led  it  from  one  lending  disas- 
ter to  the  next 

The  last  year’s  turmoil  has 
not  shown  up  precisely  the 
same  flaws  as  before.  In  fact, 
the  relative  ease  with  which 
international  banks 
shrugged  off  difficulties  In 
their  Aslan  loan  portfolios 
suggested  that  there  was 
some  truth  in  bankers’  claim 
to  be  reformed  characters. 

But  the  losses  sustained 
by  so  many  imding  Institu- 
tions in  Russia  and  then 
over  the  near-collapse  of 
Long  Term  Capital  Manage- 
ment, the  hugely  overlever- 
aged hedge  fund,  showed  a 
different  picture. 

Ranks  such  as  UBS,  the 
group  created  by  the  merger 
of  Union  Bank  of  Switzer- 
land and  Swiss  Bank  Corpo- 
ration,-had  to  confess  to 
“shortcomings  in  those 
responsible  for  aspects  of 
risk  managwnent  as  wen  as 
in  the  decision  ranking-  pro- 
cess both  before,  during  and 
after  the  merger”.  The  eval- 
uation and  the  ongoing  man- 
agement of  risk  positions 
were  not  carried  out  to  the 
standards  expected,”  UBS 
said. 

If  UBS  appeared  to  be  In  a 
class  of  Its  own  In  the  extent 
of  its  involvement  in  LTCM. 
tt  was  far  from  alone  in  dis- 
covering risk  management 
foilm-es. 


shaken  by  the  ease  with  ‘ 
which  financial-  markets 
broke  through  - the  parame- 
ters envisaged:  by  thek  mar- 
ket risk  models,  and  by  the 
sharp  increase  In  the  corre- 
lation between  different  mar- 
kets, which  removed  some 
of  the  usual  benefits,  of 
portfolio  diversification. 
Investments  made  with  a . 
view  to  hedging  an  exposure 
also  foiled,  in  a number  of 
cases. 

At  the  same  time,  banks  in 
many  large  economies  - 
most  strikingly  the  US  and 
the  UK  - now  face  the  likeli- 
hood that  the  credit  cycle 
has,  finally,  readied  its  bot- 
tom 

In  the  US,  Goldman  Sachs 
calculates  that  non-perfonn- 
ing  loans  for  the  multina- 
tional banks  foil  to  1.29  per 
cent  of  total  inarm  last  year,  “ 
compared  with  <L82  par  cent 
a decade  earlier.  In  the  UK,  a 
December  survey  by  the 
Confederation  of  British 
Industry  found  that,  for  the 
first  time  since  September 
1993,  banks  had  seen  the 
value  of  their*  bad  debts 
Increase,  and  expected  the 
figure  to  significantly  in 
the  first  quarter  of  1999. 

Many  banks  have  already 
taken  the  opportunity  to 
tighten  the  screws  on  their 
own  lending,  and  at  the 
height  of  last  year's  panic 
over  Russia,  LTGM,  and  Bra- 
zil. the  threat  of  a severe 
cutback  m credit  availability 
appeared  real  gh  to  cen- 
tral banks  to  spur  a round  of 
Interest  rate  cots. 

. Fears  of  a credit  crunch 
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look  at  their  margins 

jca/Sattotrabank  runnla? 

along  fWriy 
bat  the  greuplWf 
and  Travelers  ptok# 
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increases  and  eross-sehmg-  pirn 
To  the  north,  ht>vevM.k«y: 

fannHinri  bank*  found  *ncir- 

desire  to  merge  - R?yai”2: 
Bank  of  Canada  I9IW* 

of  Montreal.  Taronto-P^njiait?r 

ion  with  CISC  - Nocked  t^h  of 

the  government's  concern.*^;  be 

over  concentration.  'par* 

Japan's  ba°ks  have  tcc.. « 
among  the  slowest  to 
change,  and  their  lonp-mn* 
mug  crisis  continues  to  »»-• 

Its  ton.  Nevertheless,  there 
have  been  some  signs  of 
movement,  and  consolida- 
tion within  the  troubled 
industry  remains  life’*  > • 

In  Europe,  as  in  the  tS. 
in-market  mergers  hove 
remained  the  dominant  vari- 
ety. The  recently-announced 

merger  between  Banco  San- 
tander and  Banco  Central 
Hlspano  in  Spain  is  likely  to 
trigger  more  action  in  that 
country.  Italy,  Austria  and 
Germany  have  all  bad  their 
own  examples  and  are  expec- 
ted to  yield  further  consoli- 
dation. 

The  pressures  on  banks  in 
Europe  come  more  from 
worsening  margins  in  a low 
interest  rate  environment 
and  from  a slowly  growing 
awareness  of  the  need  to 
deliver  value  to  their  tong- 
neglected  shareholders  than 
they  do  from  the  arrival  of 
-monetary  union.  Neverthe- 
less. tiie  likelihood  remains 
hjgh  that  the  euro  will  at 
least  catalyse  consolidation, 
possibly  giving  a boost  to 
cross-border  deals- 


MEDIA  by  John  Gapper 


Focus  on  electronics 

Publishers  are  having  to  keep  an  eye  on  the  risk  of  declining  advertising  revenues 


Viewed  through  the  prism  of 
the  stock  market,  this  is  not 
the  best  of  times  to  be  a tra- 
ditional media  enterprise. 
While  new  Tnmtia  companies 
such  as  America  Online  rise 
from  strength  to  strength, 
the  old  oneR  look  on  envi- 
ously. 

Last  year  provided  some 
hope  for  the  large  US  enter- 
tainment conglomerates 
such  as  Viacom  and  Time 
Warner.  The  strength  of  the 
US  economy  caused  a surge 
in  their  shares  as  fears  over 
debt  from  earlier  acquisi- 
tions receded. 

But  for  many  other  broad- 
casting and  publishing  com- 
panies, it  was  an  uninspiring 
year.  Tbs  FTSE  madia  sector 
lagged  the  FTSE  All  Share 
by  7 per  cent  after  a poor 
1997  amid  worries  over  a 
slowdown  Ln  the  British 
economy. 

The  contrast  with  new 
media  could  not  be  starker. 
Internet  “portals”  such  as 
AOL.  offering  consumers  a 
entry  point  to  the  range  of 
information  and  electronic 
commerce  on  the  internet, 
bounded  ahead  at  the  tom  of 
the  year. 

Rupert  Murdoch,  chair- 
man of  News  Corporation, 
sounded  what  was  a com- 
mon note  of  frustration  and 
concern  eaarher  this  month. 
In  a speech  ln  Singapore  he 
expressed  scepticism  on  val- 
uations of  new  media  brands 
based  on  future  revenues. 

In  contrast,  traditional 
media  have  experienced 
solid  rises  ln  revenues  in  the 


1990s.  Veronis  Suhler  & 
Associates,  the  IIS  invest- 
ment hank,  found  that  media 
revenues  grew  by  an  average 
12.5  per  cent  a year  between 
1993  and  1997. 

The  year  ahead  is  likely  to 
see  re-doubled  efforts  by 
some  of  the  traditional 
media  companies  to  demon- 
strate their  grasp  of  the  new 
electronic  world.  Without 
that  they  could  suffer  fur- 
ther from  investors'  disillu- 
sionment . 

That  stricture  applies  par- 
ticularly to  the  specialist 
data  publishers  such  as  Reed 
Elsevier  and  Walters  KLuwer 
that  face  an  uncertain  move 
to  an  electronic  world.  They 
must  switch  specialist  publi- 
cations into  online  data. 

For  Reed  Elsevier,  ln  par- 
ticular, that  has  been  ah 
unhappy  business  so  far. 
Although  it  has  invested 
heavily  in  online  databases 
such  as  Elsevier  Science 
Direct,  it  has  angered  from 
slowing  revenue  growth  and 
mishaps. 

Similar  pressures  are 
being  brought  to  bear  on 
•ftnnnHni  information  compa- 
nies, led  by  Reuters,  and  its 
two  privately-held  competi- 
tors - Bloomberg,  and 
Bridge  Information  Systems, 
Which  has  bought  Telerate 
from  Dow  Jones. 

Although  these  companies 
already  operate  through 
real-time  electronic . net- 
works, they  could  be  under- 
mined by  distribution  of 
financial  data  via  tbe  inter- 
net. That  allows  many 


smaller  competitors  . to 
Invade  protected  territory. . 

For  the  onnuumgr  publish- 
ing world,  the  threat  to  pros- 
perity' comes  less-  from  the 
electronic  world  than  the 
impact  of  a very  traditional 
occurrence:  recession.  Share 
prices  have  already  suffered 
from  fears  of  advertising 
weakness. 

This  effect  has  been  seen 
both  in  the  US,  where  news- 
paper groups  such  as  the 
New  York  Times  Company, 
have  experienced  sharp  foils 
in  their  shares,  and  in  con- 
sumer publishing,  and 
regional  newspapers  in  con- 
tinental Europe 

The  challenges  fm  broad- 
casters are  less  to  defend 
against  new  technologies  or 
external  threats  than  to 
make  their  mark  in  the 
world  of  digital  technology. 

This  is  one  factor  behind 
the  Jockeying  fix:  position  in 
the  nascent  pan-European 
television  market  Until  now 
there  have  been,  tew  exam- 
ples of  pan-European  enter- 
tainment groups,  with  the 
Dutch  television  producer 
Endemol  standing  out  ' But 
negotiations  in  Italy  over  the 
Stream  digital  platform 
involving  News  Corp  and 
Telecom  Italia,  and  talks  in 
.Germany  on  toe  recapitalis- 
ation of  Kirch  Group  illus- 
trate the  way  Eurqpom  pay 
television  is  developing. 

TheEurppean  marketplace 
la  increasingly  pitting  com- 
panies in  which  News  Carp 
has  interests  - such  as  the 
UK's  British  Sky  Broadcast- 


ing - against  those  in  which 
Canal  Pius,  the  French  pay 
television  group,  has  stakes. 

Indeed,  (Be  European  Com- 
mission's competition  direc- 
torate, under  Karel  Van 
Mlert,  has  taken  a tough 
stance  in  helping  to  encour- 
age such  battles.  It  has  sig- 
nalled that  ft  wants  to  see  at 
least  two  competitors  in 
«ach  national  market. 

In  the  US,  with  a more 
developed  pay  television 
market  the  balance  of  power 
between  the  traditionally 
powerful  broadcast  cable 
networks  is  now  altering. 
The  broadcasting  networks 
are  now  facing  unprece- 
dented financial  challenges. 

The  main  reason  is  the 
gradual  fall  in  network  audi- 
ences as  viewing  patterns 
fragment.  Furthermore, 
power  is  increasingly  devolv- 
tog  to  networks'  local  affili- 
ate stations  that  command 
growing  shares  of  television 
advertising. 

The  effect  can  be  seen  on 
CBS  Corporation,  which  has 
held  talks  with  CNN,  the 
Cable  news  channel,  about 
combining  their  news 
operations.  Meanwhile,  the 
NBC  network  has  been 
looking  at  ways  to  link  ftself 
with  cable  networks. 

Cable  emerged  as  one  of 
the  big  winners  of  trends  in 
both  broadcasting  and  tele- 
communications during  last 
year.  AT&T’s  takeover  of 

Tele-Communications 
showed  the  potential  of  cable 

as  a local  carrier  or  data  and 
voice. 


Mark  of  Distinction 

The  Ourrtered  ftaww  AMlystfCFA^  deslgnadon.  A globally 
recognized  credential  held  only  by  a select  group  of  investment 
professionals.  Experts  who  have  mastered  a rigorous,  disciplined 
and  ethical  approach  to  making  investment  decisions.  And  who 
have  made  a visible  commitment  to  professional  education. 
For  Investors,  the  CFA  charter  represents  a higher  standard 
of  investment  advisory  sendees.  For  employers,  It  is  a mark  of 
excellence  that  validates  competence  and  Integrity. 

”Ihe  AarodaUou  for  tavretment  Management  and  Research 

spodsors  the  CFA  program,  along  with  professional  development 
sendees- for  over  35,000  members  to  70  countries  around  the 
globe.  All  designed  to  promote  integrity  and  knowledge  among 
investment  professionals  worldwide. 
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LEVERAGED  BUY-OUTS  by  Khozem  Merchant 


> The  faint-hearted 
should  steer  clear 

Ths  LBO  market  is  being  driven  by  a wave  of  mergers  and 
acquisitions  and  by  the  rise  in  the  amount  of  private  equity  funds 


t 


Leveraged  buy-outs,  where 
funds  are  raised  at  very  high 
rates  to  buy  a company 
whose  assets  are  used  as  col- 
lateral against  the  loan,  is 
not  for  the  faint-hearted. 

The  events  of  last  year, 
when  the  Russian  debt 
default  squashed  the  market 
for  high-yield  bonds  - an 
Important  element  in  a typi- 
cally large  LBO  financing  - 
are  unlikely  to  go  unheeded. 

Chastened  European 
investors  are  suggesting  a 
greater  input  of  equity  and 
senior  debt  in  these  innova- 
tive types  of  financings 
while  also  becoming  more 
conservative  with  their 
leverage  multiples. 

At  the  same  time  a slow- 
down in  the  euro-zone  econ- 
omy will  test  the  nascent 
industry's  ability  to  remould 
heavily  leveraged  deals  hit 
by  the  tougher  economic  cli- 
mate. 

There  are  two  main  groups 
of  factors  driving  the  Euro- 
pean LBO  market,  which 
grew  by  value  from  39bn  in 
1993  to  about  $36.6bn  five 
years  later. 

First  is  mergers  and  acqui- 
sitions, which  is  being 
fuelled  try  a wave  of  Indus- 
consolidation  in  the 
eurozone-  At  the  same  time 
more  robust  demands  for 
shareholder  value  are  forc- 
ing companies  to  sell 
peripheral  assets  and  refo- 
cus. 

“For  the  first  time  Institu- 
tional investors  in  public 
and  private  markets  are 
looking  at  Europe  on  an 
integrated  basis  and  this  is 
driving  consolidation  across 
the  region,”  says  David 
Gregson,  managing  director 
of  Donaldson,  Lufkin  & Jen- 
rette  Phoenix  Private 
Equity. 

The  second  engine  of 
growth  is  the  increase  in  the 
size,  as  opposed  to  number, 
of  private  equity  funds,  in 
particular  US  investors 
looking  to  migrate  from 
mature  home  markets. 

The  result  is  what  David 
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Law.  head  of  leverage 
finance  at  Warburg  Dillon 
Read,  describes  as  "pent-up 
buying  power  at  an  all-time 
high.  There  are  simply  not 
enough  quality  transactions 
available  to  satisfy  the  vol- 
ume of  funds  raised." 

In  1935  the  pool  of  avail- 
able funds  for  LB  Os  was 
$5.9bn,  swelling  to  S22.6bn  in 
1997,  report  Warburg  Dillon 
Read.  Leveraged  up  by  a fac- 
tor of.  say,  four,  the  real 
firepower  is  between  $50bn- 
SSObn  looking  for  deals. 

Private  equity  firms  have 
been  the  catalysts.  “They 
have  had  some  great  oppor- 
tunities to  make  money," 
says  Hugh  Briggs,  vice-presi- 
dent of  acquisition 
leverage  finance  at  Salomon 
Smith  Barney.  “They  were 
riding  a rising  cycle  and  ven- 
dors were  getting  great 
prices." 

There  is  now  a more  cau- 
tious approach.  Investors 
had  been  paying  multiples  at 
the  peak  of  the  cycle.  The 
key  issue  now,  lie  says,  is 
“Are  people  overpaying? 
Most  investors  are  now  stay- 
ing liquid  rather  than  over- 
paying." Recession  will  tease 
out  the  answer. 

British  private  equity 
funds  drive  the  European 
market  Some  of  the  leading 
participants  such  as  CVC 
Capital  Partners  and 
Doughty  Hanson  have  raised 
- fimds  of  between  3&5bn  and 
S3fan  since  1996. 

The  size  of  some  recent 
LB  Os  is  illustrative.  They 
include  Kappa  Packaging 
(Cinven-CVC.  $1 ,670m);  Wil- 
lis Corroon  flCKR.  $1 ,565m) 
and  IPC  magazines  (Cinven, 
$l.4i5m) 

These  funds  face  big 
threats  from  their  larger  US 
rivals  such  as  KKR,  Warburg 
Pincus  and  Hicks,  Muse. 
Tate  & Furst,  which  between 
them  boast  global  firepower 
approaching  $20bn~ 

In  the  US  massive  liquid- 
ity has  flooded  into  the  big 
mutual  funds,  which  in  turn 
invested  in  dedicated  high- 
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European  buy-out  activity 
1397  (as  HoT  GDP) 
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yield  or  LBO  funds.  This  has 
yet  to  happen  In  Europe  and 
accounts  for  the  shallow 
investor  base  at  the  riskier 
end  of  the  investment  spec- 
trum. 

Private  equity  funds  have 
partly  attracted  strong 
inflows  because  of  what 
bankers  describe  as  a “com- 
pelling case  going  forward". 
One  barometer  is  that  buy- 
out activity  as  a percentage 
of  gross  domestic  product  in 
the. United  Kingdom  in  1997 
was  L43  p ez  cent  compared 
with  0.15  per  cent  for  Ger- 
many. 

This  illustrates  the  matu- 
rity of  the  UK.  More  impor- 
tant for  investment  banks 
chasing  advisory  income,  it 
reveals  the  potential  of  con- 
tinental European  markets, 
especially  Germany. 

Price  aside,  the  surplus  of 
funds  chasing  too  few  rfpais 
has  caused  problems. 

“Last  year  on  a number  of 
occasions  there  was  a mis- 
match between  the  volume 
of  deals  coming  to  the  mar- 
ket and  retail  banks'  ability 
to  digest  them."  says  David 
Farley,  head  of  LBO  finance 
at  J.P.  Morgan.  “As  a result 
several  large  deals  foiled  to 
completely  syndicate.” 

More  recently,  some  deals 
which  encountered  difficul- 
ties betray  what  one  hanker 
describe  as  the  “high  water- 
mark of  aggressiveness  in 
deal-making". 

European  banks'  small 
LBO  teams  were  a problem, 
too,  forcing  some  to  turn 
away  deals  when  the  volume 
rose-  “Given  the  relatively 
uniform  pricing,  banks  chose 
straightforward  deals  and 
turned  down  the  complex  or 
highly  leveraged  transac- 
tions," said  Farley.  Banks 
are  now  increasing  their 
LBO  teams. 

Bankers  identify  two 
broad  fault-lines.  First  is  a 
slowdown  in  the  European 
economy.  Markets  can  adjust 
to  this  by  leveraging  down 
and  cutting  the  number  of 
deals. 


Value  of  buy-outs 
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The  challenge  will  be  how 
skilfully  market  participants 
restructure  existing  highly 
leveraged  deals  hit  by  the 
tougher  climate.  The  more 
mature  US  market  has  been 
routinely  dealing  with  this 
problem  for  years. 

Second  is  the  issue  of  secu- 
rity and  who  gets  paid,  and 
In  what  order,  in  the  event 
of  a default.  In  the  US  bond- 
holders fall  behind  banks 
but  ahead  of  ordinary  credi- 
tors (suppliers).  In  Europe 
banks  are  followed  by  the 
ordinary  creditors,  ahead  of 
bondholders. 

“The  first  default  of  an 
LBO  with  high-yield  finance 
mg  could  be  a legal  bean- 
feast." says  Mr  Briggs  at 
Salomon  Smith  Barney.  This 
is  because  high  yield  is  gov- 
emened  mainly  by  New 
York  law.  syndicated  loans 
by  English  law  and  securi- 
ties by  local  laws. 

“1  expect  a significant  LBO 
defaulting  in  euro-zone  in 
the  next  two  years,”  be  says. 

To  a large  degree  the 
leveraged  finance  market  is 
predicated  on  the  revival  of 
the  high-yield  bond  market, 
a casualty  of  the  Russian 
debt  default  last  August. 
High-yield  financing  will  test 


the  risk  appetite  of  the  con- 
servative European  investor 
base. 

The  safety  net  is  develop- 
ing a deeper  and  broader 
investor  base.  “For  all  of  this 
equity  to  be  utilised  we  need 
to  continue  to  broaden  the 
debt  investor  base  beyond 
traditional  European  senior 
bank  lenders,”  says  Tom 
Hagerstrom,  head  of  high 
yield  origination  at  J.  P. 
Morgan. 

He  says  the  critical  issue 
is  raising  the  availability  of 
institutional  debt  in  these 
structures.  “If  senior  or  sub- 
ordinate debt  can  he  increas- 
ingly placed  with  more  Euro- 
pean institutions,  I think  the 
long-term  dynamics  of  Euro- 
pean LBO  are  compelling." 
he  adds- 

Some  of  the  influencing 
factors  will  be  the  develop- 
ment of  the  dedicated  funds 
targeted  at  individual  inves- 
tors or  institutions,  who  do 
not  have  credit  skills  to 
invest  on  their  owtl 

US  banks  routinely  talk  of 
their  more  sophisticated 
“way  of  looking  at  credit." 
That  is  one  reason  why  they 
may  continue  to  drive  the 
LBO  market  in  the  euro- 
zone. 
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DERIVATIVES  by  Arkady  Ostrovsky 


Greyer,  but  more 
respectable 

The  image  of  a business  which  has  more  in  common  with 
gambling  than  with  banking  is  receding 


Derivatives  traders  thrive  on 
risk  and  volatility.  But  these 
two  commodities  were  in 
such  large  supply  last  year 
that  even  hard-bitten  traders 
found  themselves  treading 
water. 

First  there  was  Russia's 
double  act  of  default  and 
devaluation,  which  led  to  a 
credit  squeeze  and  the 
annulment  of  forward  con- 
tracts that  were  supposed  to 
protect  foreign  investors 
from  such  an  eventuality. 

That  was  followed  soon 
after  by  the  near-collapse  of 
Long-Tferm  Capital  Manage- 
ment, a US  hedge  fund  spe- 
cialising in  equity  deriva- 
tives- It  was  forced  to 
unwind  its  positions  at  a 
time  when  there  were  few 
buyers  in  the  market. 

These  were  some  of  the 
highlights  of  a year  that  sent 
the  shock  waves  throughout 
the  derivatives  markets. 

Exposure  to  LTCM  cost 
UBS,  the  Swiss  bank  created 
in  the  merger  of  Union  Bank 
of  Switzerland  and  Swiss 
Bank  Corporation,  SFr984m 
and  led  to  the  resignation  of 
Mathis  Cabiallavetta,  its 

ftlmifman. 

The  effects  of  the  Russian 
crisis  are  still  feeding 
through  capital  markets  as 
banks  try  to  recover  their 
losses.  Both  events  caused 
banks  to  reduce  their  appe- 
tite for  risk  and  their  expo- 
sure to  equity  and  credit 
derivative. 

In  addition,  the  introduc- 
tion of  the  euro  removed  the 
need  to  hedge  against  for- 
eign currency  risk  in  the  11 
euro-zone  countries,  remov- 
ing a large  chunk  of  busi- 
ness in  fixed  income  deriva- 
tives markets  in  Europe. 

“Implied  volatilities  have 
risen  to  historically  high  lev- 
els and  people  are  very  cau- 
tious about  rising  volatility 
across  Europe  and  the  US,” 
says  Chris  Goekjian.  co-head 
of  fixed  income  and  deriva- 
tives division  at  Credit  Sui- 
sse First  Boston,  one  of  the 
leading  derivative  houses. 

“We  have  reduced  our  risk 


appetite,  especially  for  vola- 
tility, and  we  are  much  more 
conscious  of  counter-party 
risk  and  credit  exposure” 
says  Wolfgang  Stolz  at  War- 
burg Dillon  Read. 

Mr  Stolz  says  while  the 
UBS  Is  still  one  of  the  main 
providers  of  volatility  prod- 
ucts, it  has  tightened  its  lim- 
its for  risk  exposure  signifi- 
cantly. 

Last  month  UBS  also  said 
it  was  pulling  out  of  energy, 
base  metals  and  electricity 
derivatives. 

“Products  linked  to  volatil- 
ity used  to  account  for  80  per 
cent  of  our  total  revenues  in 
equity  derivatives.  Now  it 
accounts  for  about  40  per 
cent,”  he  adds. 

As  in  many  other  matur- 
ing industries,  the  talk 
among  investment  banks  is 
about  adding  value  and  cus- 
tomising products  to  the  spe- 
cific needs  of  the  client. 

Straightforward  interest 
rate  and  currency  swaps 
may  still  account  for  most  of 
the  volume  in  fixed  Income 
derivatives,  but  investment 
banks  say  they  no  longer 
represent  most  of  the  value 
and  effort. 

Eric  Bertrand,  managing 
director  of  fixed  income 
derivatives  at  J.  P.  Morgan, 
says  that,  while  the  headline 
numbers  show  that  volume 
growth  has  slowed  from  30 
per  cent  a year  to  10  per 
cent,  these  figures  do  not 
reflect  structured  deriva- 
tives, which  are  not  traded 
in  the  market  and  therefore 
are  harder  to  account  for. 

“Structured  derivatives 
are  expanding  by  30  to  40  per 
cent  a year.”  Mr  Bertrand 
says.  The  demand  is  partly 
driven  by  insurance  compa- 
nies and  institutional  inves- 
tors looking  for  higher  yields 
in  an  increasingly  low-yield 
environment. 

German  insurance  compa- 
nies, for  example,  are  invest- 
ing in  derivatives  based  on 
bonds  which  have  higher 
yields  because  they  can  be 
called  by  the  Issuer  every 
year.  The  issuer,  on  the 


other  hand,  hedges  its  inter- 
est rate  risk  by  writing  a 
swap  with  the  hank  which 
transforms  it  into  Libor- 
based  financing. 

“The  trend  is  moving  from 
conventional  straightfor- 
ward derivatives,  which 
have  now  formed  a mature 
market,  Into  value-added 
products  which  customise 
volatility  and  debt  portfolios 
for  individual  clients,”  Hr 

Bertrand  explains. 

The  biggest  growth  area, 
however,  is  equity  deriva- 
tives. 

“As  interest  rates  came 
down  and  investors  became 
more  bullish  an  equity  mar- 
kets, they  started  buying 
equity  nates  where  you  have 
principal  protection  and 
your  ultimate  upside  is 
linked  to  the  return  of  some 
market  or  some  stocks," 
explains  Thomas  Reagan, 
managing  director  of  equity 
derivatives  at  J.  P.  Morgan, 

Over  the  past  two  years 
one  of  the  most  popular 
equity  derivative  products 
has  been  convertible  bonds, 
which  con  be  converted  into 
shares  of  the  issuer  when 
the  share  price  is  higher 
than  bonds. 

But  the  turbulence  in  capi- 
tal markets  and  rising  vola- 
tility meant  that  many 
banks  found  themselves 
short  of  long-dated  volatility 
products.  This  has  prompted 
the  development  of  so-called 
reverse  convertibles. 

The  investor  who  buys  a 
reverse  convertible  is 
obliged  to  turn  it  into  shares 
only  if  the  market  goes  down 
and  the  share  price  drops 
below  the  value  of  the  bond. 
Meanwhile,  an  Investor 
receives  a high  premium  on 
the  paper. 

Many  bankers  say  the 
image  of  derivatives  which 
has  more  in  common  with 
gambling  than  with  banking 
is  receding.  So  too,  they 
claim,  is  the  era  of  Nick  Lee- 
son. 

The  industry  may  be 
greyer,  but  it  is  also  begin- 
ning to  get  respectable. 
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Making  today’s 

networks  work 

wonders. 


ideas  arid  information  that  can  be  shared  at  anytime  and  anywhere  drive  today’s  business. 
To  be  connected  !s  becoming  critical.  The  convergence  of  video,  data  and  voice  communications 
offers  totally  new  ways  of  doing  business.  Companies  and  organisations  around  the  world  are 
entering  a new  era  of  greater  efficiency,  keener  competitiveness,  increased  profitability 
and  new  opportunities.  Just  one  company  can  provide  all  the  expertise  needed  to 
integrate  these  technologies  into  Unified  Networks.  And  make  your  networks  woTk  wonders. 
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NETWORKS" 

How  the  world  shares  ideas. 

www.noTtelnetwoTks.com 
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